


JPRS 79980 
29 January 1982 





China Report 


ECONOMIC AFFAIRS 


No. 200 





[FBIS] FOREIGN BROADCAST INFORMATION SERVICE 











NOTE 


JPRS publications contain information primarily from foreign 
newspapers, periodicals and books, but also from news agency 
transmissions and broadcasts. Materials from foreign-language 
sources are translated; those from English-language sources 
are transcribed or reprinted, with the original phrasing and 
other characteristics retained. 


Headlines, editorial reports, and material enclosed in brackets 
|] are supplied by JPRS. Processing indicators such as [Text] 
or [Excerpt] in the first line of each item, or following the 
last line of a brief, indicate how the original information was 
processed. Where no processing indicator is given, the infor- 
mation was summarized or extracted. 


Unfamiliar names rendered phonetically or transliterated are 
enclosed in parentheses. Words or names preceded by a ques- 
tion mark and enclosed in parentheses were not clear in the 
original but have been supplied as appropriate in context. 
Other unattributed parenthetical notes within the body of an 
item originate with the source. Times within items are as 
given by source. 


The contents of this publication in no way represent the poli- 
cies, views or attitudes of the U.S. Government. 


PROCUREMENT OF PUBLICATIONS 


JPRS publications may be ordered from the National Technical 
Information Service, Springfield, Virginia 22161. In order- 
ing, it is recommended that the JPRS number, title, date and 
author, if applicable, of publication be cited. 


Current JPRS pu>lications are announced in Government Reports 
Announcements issued semi-monthly by the National Technical 
Information Service, and are listed in the Monthly Catalog of 
U.S. Government Publications issued by the Superintendent of 
Documents, U.S. Government Printing Office, Washington, D.C. 
20402. 














Correspondence pertaining to matters other than procurement 
may be addressed to Joint Publications Research Service, 
1000 North Glebe Road, Arlington, Virginia 22201. 








JPRS 79980 


29 January 1982 


CHINA REPORT 
ECONOMIC AFFAIRS 
No. 200 


CONTENTS 


PEOPLES REPUBLIC OF CHINA 
NATIONAL POLICY AND ISSUES 


"BAN YUE TAN' Article on Planned Economy 
(XINHUA Domestic Service, 10 Jan 640446065 00006666600608%0008 1 


'JINGJI YANJIU' Discusses Social Production Aim 
(Song Yangyan, Tang Fengyi; JINGJI YANJIU, 20 Dec 81).......... 4 


"JINGJI YANJIU' on Elements of Productive Forces 
(Wang Yong; JINGJI YANJIU, 20 Dec TOT TTTTTTTrrrrrrrrere ll 


"JINGJI YANJIU' on Profits, Planned Pricing 
(Ji Zhengzhi; JINGJI YANJIU, 20 Dec Ped cceceesecececeeeeeeeece 17 


"JINGJI YANJIU' on Achieving Healthy Economy 
(Wang Renzhi, Gui Shiyong; JINGJI YANJIU, 20 Dec 81).......... 29 


Peasants Increase Purchases of Television Sets 
(XINHUA, 20 Jan Bed eccecceces s*eeee *eeeteeneeeensrteeee#r+rfmfeeeenee#fieeee#ee#e#ee#ee#ee#e 44 


Superiority of Socialism Discussed 
(Wu Shuqing; JINGJI YANJLU, 20 Dec Td ccccccccccceecceeeoeeces 45 


ECONOMIC PLANNING 


Briefs 
Yunnan Enterprises' Profits 53 


ECONOMIC MANAGEMENT 


Briefs 
Conference on Tourist Hotels 54 


-a- [III - CC - 83] 








FINANCE AND BANKING 


Briefs 
Rural Savings Deposits 
Liaoning Savings Deposits 


IN DUS TRY 


Metallurgy Conference Notes 1982 Steel Industry Goals 
(XINHUA, 16 Jan te 6 4460064660446 0ReObee beeen us se eee eeeeeseses8e 


Changing Distribution of Nonferrous Metals Discussed 
(XINHUA Domestic Service, 10 Jan 82)... cc cecrecccccsccesccccess 


New Successes Scored in Light Industry in 1981 
(XINHUA Domestic Service, ll Jan 1660868 6 6604600606066468 04664 


Metallurgical Meeting Notes Shoudu Experience 
(XINHUA Domestic Service, 17 Jan 82).......... 44060000060 6004646 


Briefs 
Tianjin Cement Output 
Nei Monggol Light Industry 
Tianjin Industrial Output 
CONS TRUCTION 


1981 Major Construction Projects in Liaoning Outlined 
(Liaoning Provincial Service, 9 Jam 82)...ccceeecccsevcececcees 


Building Construction Achievements Reviewed 
(XINHUA Domestic Service, 9 Jan 82). .cccccccsccensececesecssecs 


"JINGJI GUANLI' on Issuances of Shares 
(Wang Ce, Gao Dezhu; JINGJI GUANLI, 15 Dec 81)... ceeneenccees 


Briefs 
Liaoning Public Welfare 
Tianjin Housing Oonstruction 
DOMES TLC TRADE 


Beijing Holds Meeting on Commodity Prices 
(XINHUA Domestic Service, ll Jan Te ccccccccccceccccccccceceeee 


Briefs 
Commercial Chiefs Meeting 


FOREIGN TRADE 


Tianjin Newsletter on Taiwan Businessman's Visit 
(Tianjin City Service, 1 Jam 82). .cceseeceeescesscesessseceees 


=-b- 


55 


55 


56 


57 


59 


60 


62 


62 


62 


63 


65 


66 


69 


69 


70 


71 


72 








Briefs 
Metallurgical Export Increased 
Nei Monggol Steel Export 


LABOR AND WAGES 


Piece Rate Wage System Discussed 
(Zhang Zhijiang; JINGJI GUANLI, 15 Dec 81).....cccccccceccccces 


TRANS PORTAT ION 


Xining-Golmud Railway Aids Region's Development 


(XINHUA, 19 Jan ene ese eeee eeneeeesteeeenseeeeeeeeneeees 
Briefs 
Nei Monggol Bridge 
Qinghai Railway 
GENE RAL 


Guizhou Circular on Production, Sale of Alcohol 
(Guizhou Provincial Service, 16 Jam 82)......ccccccccccscceces 


Briefs 
Sales Exhibit 
Liaoning Living Standards 
PUBLICATIONS 


Briefs 
New Economics Weekly 


HONG KONG MEDIA ON CHINA 


China's Light Industrial Exports Discussed 
(TA KUNG PAO, 8 Jan Te cccccecccececeeeceecececceaceceecececes 


TAIWAN 


Japanese Automakers Interviewed on Taiwan, PRC Trade 
(CNA, 12 Jan ' ) PTET T TET TTT Teerrerereereeerreerrerrrrrrer 


Briefs 
First IC Manufacturing Company 
EPZ Trade Record 
Sino-Central American Trade Group 








74 
74 


75 


81 


85 
85 


87 


88 


89 





NATIONAL POLICY AND ISSUES 


"BAN YUE TAN" ARTICLE ON PLANNED ECONOMY 
OWL)LO010 Beijing XINHUA Domestic Service in Chinese 0719 GMT 10 Jan 82 


[Text] Beijing, 10 Jan (XINHUA)--An article by Xue Zhongxin [5641 0022 2450] 
carried in the 1982 issue No 1 of the journal BAN YUE TAN published today says: 

A correct understanding and handling of the relationship between planned economy 
and market regulation is an important theoretical and practical problem that 
concerns the revitalization of China's economy, The 10 principles for economic 
construction put forth by Premier Zhao Ziyang at the fourth session of the 

Fifth NPC are linked by a basic principle of socialism--it is necessary to uphold 
planned economy and, with this as a precondition, bring out the supplementary 
role of market force. 


Entitled "Uphold the Planned Economy, Improve Regulation by the Market," the 
article says: It was pointed out in the "Resolution on certain questions in 

the history of our party since the founding of the PRC" adopted at the 6th 
Plenary Session of the llth CCP Central Committee that in China "it is necessary 
to have a planned economy and at the same time give play to the supplementary, 
regulatory role of the market on the basis of public ownership." This statement 
condenses China's positive and negative experiences in economic construction in 
the past 32 years and demonstrates three extremely important principles: 1. It 
points out that China must have planned economy; 2. It explains the nature of 
planned economy in China, noting that it is socialist planned economy founded 

on public ownership; 3. It defines the relationship between planned economy and 
market regulation in China as a relationship between a leading and a supplementary 
function. 


In presenting the 10 principles for economic construction, Premier Zhao Ziyang 
regarded this guiding thought on economic construction contained in the 
"resolution" as the direction and crucial issue for reforming China's economic 
system and, accordingly, divided China's enterprises and products into four 
categories to implement different methods of management. The article says: 
The principle and method for classified management of enterprises of products 
in this manner also explains that economic structural reform should be carried 
uut by upholding the socialist planned economy while improving regulation by 
he market and bringing out the supplementary role of market force. 


The article says: In order to correctly understand and handle the relationship 
between planned economy and market regulation, it is especially important at 








present to stick with planned cconomy. Socialist economy founded on public 
ownership is, in essence, planned economy, which is opposed to the capitalist 
market economy tounded on private ownership. To uphold socialism, party leadver- 
ship and Marxism-Leninism-Mao Zedong Thought in the economic realm, a fundamental 
thing is to uphold planned economy. The article says: The question of upholding 
a planned economy should be frequently talked about in light of the economic 
development of the nation and enterprises as well as the actual benefits enjoyed 
by the people so that the idea will be firmly impressed on the people's minds. 
However, some comrades do not under:.tand or have forgotten the superiorities 

of planned economy, hence less talk about planned economy and the idea that 
planned economy is not important. Some comrades even set planned economy against 
market regulation. These ideas are wrong. The success or failure in market 
regulation should be judged primarily by whether it has played its "supplementary 
role” in relation to planned economy in terms of economic results. To bring out 
the supplementary role of market regulation and prevent it from overplaying such 
a role and disrupting planned economy, it is necessary to do a lot of work in 
industrial and commercial management, taxation and legislation. However, 
practical experience in the past 2 years has brought out a crucial question: 
Products produced should be authorized by state policy and plan while self- 
marketed products should be those in excess of sfate production or procurement 
plans. Therefore, only by upholding planned economy can we improve and bring 

out the role of market regulation. 


Touching on the question of correctly handling the relationship between the state, 
the collective and the individuals, the article says: In the course of readjust- 
ment and restructuring and in daily economic activities, many enterprises tend to 
be aware only of and pay attention only to the interests of their own units or 
individual workers without reaiizing or simply overlooking the interests of the 
whole nation. Therefore, they tend to engage in blind production, go merely 
after profits, place undue stress on welfare for workers, do more work for 
greater profits, do less work for smaller profits, evade taxes, retain profits 
due to the state and pay bonuses in an indiscriminate manner. From now on, all 
enterprises will be relatively independent socialist economic units; and 
industrial development will depend mainly on technical transformation of these 
enterprises instead of depending chiefly on state investments to build new 
plants. These new situations show that without the control and guidance of state 
planning and without using the various economic means to manage and supervise the 
enterprises, these enterprises will become anarchic in their economic activities, 
which will weaken the state's financial power and result in tremendous waste. 
Therefore, as we strive to do a good job of microeconomy, it is necessary to 
emphasize that the state should use planned management and other administrative 
and economic means to strengthen the control, guidance and supervision of 
economic activities. 


Ihe article says: Some comrades have a very vague idea of a planned economy. An 
important reason is that they regard the unsuitable guiding thought and methods in 
planning for some time in the past as the shortcoming of planned economy, thereby 
become skeptical about the importance and superiorities of planned economy. This 








idea is untenable theoretically and does not conform with the actual situation. 
Historical experience shows that when we do a good job in a planned economy, 
we have a faster and healthier economic growth. This was just the case with 
the economy of the First Five-Year Plan and in the early 1960's after making 
readjustments. Therefore, in the course of readjusting and restructuring 

the national economy at present, we should not only avoid weakening planned 
economy, but should uphold it and at the same time bring out the supplementary 


le of market force. 


Tous 4006/ 239 








NATIONAL POLICY AND ISSUES 


"JINGJI YANJIU' DISCUSSES SOCIAL PRODUCTION AIM 


HK200344 Beijing JINGJI YANJIU [ECONOMIC RESEARCH] in Chinese No 12 20 Dec 81 pp 
52-56 


[Article by Song Yangyan [1345 7402 3508] of the Chinese People's University and 

Tang Fengyi [0781 0021 5030] of the Industrial Economic Research Institute of che 
Chinese Academy of Social Sciences: "A Brief Discussion of the Relationship Be- 

tween the Aim of Enterprise Production and the Aim of Social Production"™] 


[Text] To correctly understand the relationship between the aims of enterprise 
production and social production is imperative in studying the aim of socialist 
production and its reality because such understanding is vital in guiding enter- 
prises to realize the aim of social production and to stick to socialist orienta- 
tion in carrying out economic activities; it is also an important content in the 
study of the relationship between microeconomics and macroeconomics. 


I 


In discussing the aim of socialist production over the past few years, there have 
still existed different views with regard to the relationship between the aim of 
enterprise production and the aim of social production. Some comrades held that 
since the socialist economy is still a commodity economy with each enterprise being 
a relatively independent commodity producer, therefore the aim of each enterprise 
in carrying out production in society is to increase its profits and there is no 
such aim as carrying out production to meet the needs of the members of the whole 
society. Some other comrades held that socialist production has two aims. First, 
seen from the state or macroscopic point of view, it is to meet the needs of the 
members of the whole society; second, seen from the enterprise or microscopic 

poict of view, it is to seek its own partial interest. Still some other comrades 
regard the aim of enterprise production as totally different from the aim of social 
production and even set these two aims u» in opposition to one another. In our 
opinion, all chese views merit discussion. 


It is undenfable that in a socialist society, either the enterprises under the 
system of ow-ership »y the whole people or those with collective ownership outwardly 
have an aim of achieving bigger profits because each enterprise is a relatively 
independent commodity producer that is carrying out independent accounting with 
responsibility for its own profits and losses. But seen from the viewpoint of 

their relations and of the overall situation and seen from the viewpoint of the 








position and role of an enterprise in social production, the aim of enterprise 
production and the aim of social production are unified. These aims promote each 
other and are combined with one another. 


In Marxist-Leninist works, both Marx and Stalin expounded on many occasions the 
aim of socialist production. But taken as a whole, they talked about the aim of 
socialist production from the overall situation of socialist social production. 

And yet ir reality, the aim of socialist production is always manifested through 
certain forms. And these forms will change at certain stages in the development of 
socialist society and along with changes of the economic situation during different 
historical periods. Therefore according to our view, during the present stage of 
development of socialist society, the production aim of both the enterprises under 
the system of ownership by the whole people and collective ownership enterprises is 
nothing but a concrete manifestation of the production aim of socialist society and 
such an aim can only be realized through the concrete production aim of the millicns 
of enterprises and through actual production activities that are governed by this 


s_™ 


iim. 


Concretely speaking, the unanimity and unification of the aims of enterprise pro- 
duction and social production are mainly manifested in the following reality. 


(1) Enterprises are the most basic economic organizations of the national econ- 

omy while their economic vitality and economic effect are the foundation for the 
prosperity and development of the whole national economy. Marx said when he was 
analy-ing the reproduction of social funds that such funds are formed not through 
simply adding individual funds, they are organically combined. If we put aside the 
concrete capitalist forms, such explanation is also applicable to socialist society. 
Socialism is a big national economic system that is organically composed of millions 
of economic "cells" of individual enterprises. The powerful vitality of the social- 
ist national economy exists in the economic vitality of these millions of enter- 
prises. But we must also understand that the socialist economy basically differs 
from and is superior to the capitalist economy. That is to say, the capitalist 
national economic system is based on the system of private ownership while enter- 
prise interest and social interest often impede and contradict one another; the 
socialist national economic system is based on the system of public ownership while 
enterprise interest is closely combined with social interest through the unifica- 
tion of public ownership and the planning of the national economy and they become 

an entity. But each of the enterprises that is based on the public ownership sys- 
tem is working hard to develop production under the state's unified planning for 

its own aim and economic interest and consequently to make itself rich and to meet 
the needs of its staff and workers, thus taken as a whole, the needs of the whole 
laboring people and the enterprises of the whole society are also met and the whole 
national economy will prosper and develop. As an old saying goes: "The richness 

of acountry depends on the grass roots." 


(2) The surplus products that are produced and supplied to society by enterprises 
onstitute a material base for the society to directly and indirectly meet the 
needs of all the members of the society. When each socialist enterprise that is 
directly turmnire out products from materials, be it an industrial enterprise or 
in agricultural enterprise, is working hard for its own interest, a considerable 
part of the wealth it has created will naturally and constantly be centralized 








in the hands of the state through various forms such as tax, profits and prices. A 
sucialist country belongs to laborers themselves and the part of the state wealth 
that “comes from the people” is "for the people.” Marx said: "All that is deducted 
from a producer who is in a private position is directly or indirectly used for the 
welfare of this producer who is a member of society." ("Selected Works of Marx and 
Engels," "Critique of the Gotha Program,” vol 3 p 10) In our life, the expenses 

for social education, culture, health and residential buildings for staff and 
workers all come from this aspect. Therefore in distributing part of the social 
wealth, it is necessary for the enterprises and the state to work out a unif‘ed plan 
and make proper arrangements so as to meet even better the needs of the whole labor- 
ing people. Thus it can be seen that with the development of social production, 
more wealth will be concentrated in the hands of the state and the social welfare 

of the members of society will also consequently increase and have an important 
position. 


(3) The socialist economy is a planned economy. To carry out production according 
to state planning and market demand is an important way for enterprises to make 
more profits and meet sccial needs. Under tiie socialist system, any enterprise that 
is in a position of producing commodities has a common aim in carrying out its pro- 
duction activities of greating more products to meet the needs of society and the 
broad masses of the people and making more profits. Because of the unified eco- 
nomic planning and the auxiliary role of regulation by market mechanism, the move- 
ment of the socialist commodity economy ind the dual nature of commodities that is 
shown in the unification and realization of use value and value have closely com- 
bined the aim of enterprise production with the aim of social production. Of 
course, the production planning that is based on state planning, the implementation 
of the planning by enterprises and regulation by market mechanism must be worked 

out according to social needs that often change and according to market supply and 
demand aad therefore it must be constantly readjusted. Therefore, the working out 
and readjustment of planning and the close link between production and demand can- 
not depart from the important roles of the socialist market. First, market is the 
“media” for combining production and demand. Enterprise production and social de- 
mand can achieve their own goals through market supply and demand, that is through 
selling and buying. That is to say, the enteprises make the “profits” while the 
society make “use” of the products. Second, market is a very sensitive “mirror” 
and under normal conditions, any change in the situations between production and 
demand will naturally be reflected in the “surface” of this mirror. For example, 
when the supply and demand of certain commodities are out of balance, that is when 
these commodities are in excessive supply or in short supply, generally this situa- 
tion is shown in the facts that these commodities are unsalable or out of stock, their 
prices are up or down, the circulation of gocds is fast or slow and stock level is 
high or low. These situations are quickly relayed through various data to the 
state, economic management departments and the producers--enterprises. Accordingly, 
these organizations will quickly take the necessary measures by working out various 
related policies and readjusting the existing planning so as to curtail or expand 
the production of these commodities, change the orientation of production and di- 
vert funcs and labor force to the production departments and enterprises that are 
able to produce the products to meet social demand and to make great profits. 

Seen from the development point of view, because of the changing situation between 
production and demand, in the movement of the socialist commodity economy, it is 
often the case that production and demand are out of balance. Therefore it requires 








various state economic departments, economic centers and even the enterprises that 
ire producing commodities to proceed from the market situation at any given time 

and to handle we:l the prevailing relationship between production anddemand. In 
particular, it is imperative for them to predict and, through various scientific 
predictions to understand and zrasp the future trend of market development and con- 
sequently take various measures. So it can be seen that under a commodity economy, 
each socialist enterprise is in a position to meet social needs, including the 
needs of all the laborers still better through market activities and by carrying out 
its production according to state planning and market demand. 


(4) When each enterprise is carrying cut its legal economic activities for its own 
economic interest and to meet its own needs, it will at the same time be able to 
promote the social interest and meet social needs visibly and invisibly. Social- 
ism is the commodity economy that is based on the public ownership system while 
each enterprise itself which is a commodity producer is either a big or small 
ollective. Therefore the benefit that is gained by these enterprises in their eco- 
nomic activities constitues an organic part of the interests of the members of the 
whole society or the interests of the whole society. It is true that with relative 
independence, the benefits attained by an enterprise are its own and they meet its 
own needs and the needs of its staff. But we must understand that when an enter- 
rpise is working hard for its own interests, it will no doubt improve technology, 
step up management, increase labor productivity, add more varieties and improve 
the quality of its procucts. Through such measures, it will directly or indirectly 
promote social interests in a big way and on this basis it will be able to meet 
social needs still better. Enterprise interests and the individual interests of 
laborers will promote social interests while social interests will constantly be 
turned into enterprise interest3 and the individual int« rests of laborers. Mutual 
cause and effect followed by mutual stimulation are motive forces for the develop- 
ment of socialist economy. What is more important is that each enterprise and 
unit in a socialist society carries out their economic activities under the leader- 
ship of the socialist state which is representing the interest of the whole society. 
The state may, according to the objective nees in the develonment of the social 
economy, step up centralized leadership over the national economy and planned man- 
igement and when necessary, it may also interfere administratively so as to 
lirectivy lead millions of enterprises in working hard for the interest of the whole 
clet 


In short, under the soctalist system, the aim of enterprise production and the aim 
of soctal production are not contradictory; on the contrary, they complement each 
other and they are untfieu. 


in the past, due to various reasons, we did not, in carrying out our work, really 
understand the tmportance of the aim of enterprise production, let alone correctly 
handle the relationship between the aims of enterprise production and social pro- 
duction. In particular, because the economic system was characterized by excessive 
entralism and too rigid control, it was impossible for the enterprises under the 
zuidance of state planning to arrange or readjust their economic activities accord- 
ing to market and eocial demands. The enterprises did not feel the close rela- 
tionship between social interests and their own interests; they had not “rights' 
ind were not in a position to talk about “profits” and they carried out activities 


according to the orders from above. Such a situation in fact basically denied 
the aim of enterprise production and, consequently, enterprise vitality was basic- 
ally suffocated. As a result, the enterprises could in no way increase production, 








their waste was serious, production was divorced from social needs and consequently 
the aim of social production could not be realized. This is a historical lesson for 
us. Since the 3d plenary session of the llth CCP Central Committee, measures have 
been taken to transform economic system on the basis of the past experiences so as 
to cure the illness with the right medicine. Practice in the past has proved that 
taken as a whole, these reforms are good, their orientation is correct and consider- 
able achievements have been made. Particularly, these measures have played positive 
roles in livening up enterprises, mobilizing the initiative of the enterprises and 
their staff, developing enterprises and the national economy, combining microeconomies 
with the macroeconomy and in combining the aim of enterprise production with the aim 
of social production. 


II 


Of course, acknowledging the unity of the aims of enterprise production and social 
production does not mean denying the existence of the contradictions in the process 
of realigning these aims. These two aims are a dialectical entity. When we 
acknowledge the contradictions between these aims we cannot deny their unity and 
when we stress this unity we cannot deny their contradictions. In fact in economic 
life, there are various contradictions between these two aims. Some enterprises 
have disregarded the state and the interests of the whole by lopsidedly and blindly 
seeking their own interests and consequently they have departed from the aim of 
socialist production and from the socialist orientation. 


For example, following the introduction of the measures to transform the economic 
system, enterprises had a certain degree of autonomy and reserve funds. But, at 
the same time, some enterprises took advantage of the weakness, untimeliness and 
impreciseness of state planning guidance and blindly built factories and carried 
out production. These factories contended for raw materials and power with some 
old and bigger factories that were equipped with relatively advanced technology. 
They squeezed bigger factories on the grounds that they were smaller and squeezed 
the advanced on the grounds that they were backward. As a result, big factories, 
because they had to wait for raw materials, have been compelled to suspend pro- 
duction, small factories carried out production roughly and neither big nor small 
factories were able to make progress. 


Following the expansion of enterprise autonomy, the leadership and management staff 
of a number of enterprises utilized their autonomy improperly and by making use of 
regulation by market mechanism they bred capitalist business thinking and style. 
Some did shoddy work and used inferior material and produced coarse products; 

some purchased at low prices and sold at high prices by selling low quality prod- 
ucts as high quality products; some increase’ prices on their own accord while 

some others even resorted to fraud, practiced profiteering, evaded tax and retained 
the profits that should have been landed over to higher departments. Thus in seek- 
ing illegal profits they have done damage to the state and users. 


It is undeniable that the occurrence of the above-mentioned situations is related 

to the attitude taken by enterprises toward the aim of their production. It is 
also undeniable that the existence of these situations affected the realization 

of the aim of social production and the smooth development of the microeconomies. 
But can we consequently blame all these mistakes on the aim of enterprise production 











and eventually deny this aim? No, we definitely cannot. In our view, these situa- 
tions are not the natural results of the aim of enterprises in their activities that 
are carried out following the expansion of their autonomy; they result from various 
bad effects that are created under certain historical conditions by the objective 
environment, (including economic, political, historical and actual conditions) not 
by the enterprises during their activities. Therefore, by simple analysis, it can 
be seen that the following are the main reasons for the appearance of the above- 
mentioned situations. 


(1) Our national economy originally was a form that was characterized by a long 
period of division as a result of "rules" and "conventions." Each unit was basic- 
ally separated from others. With such an economic form, enterprises commonly be- 
came "big and complete" or "small and complete" while the relationship between them 
was one where an enterprise would not ask for help from others. These enterprises 
did not carry out coordination, nor did they pay attention to economic effect. In 
addition, because of our backward economy, natural sciences and social sciences 
(including economic sciences), because there were no comprehensive investigative 
and statistics organizations and because of the lack of a basic information system, 
which resulted in poor transmission of information, it was impossible in all eco- 
nomic activities to scientifically predict the development of the economy. Today 
it is time that enterprises have autonomy. However, as this is a new thing for 
them and because they lack practical experience, their business strategy is more 
often based on their direct judgment and approxima = estimation. Consequently, 

it was inevitable that when they first used their a. >nomy, these enterprises did 
so with considerable blindness. In addition, for quite a long period ifn the past, 
the leaders and management staff of the majority of enterprises were accustomed to 
administrative orders and they lacked knowledge of scientific management and demo- 
cratic style or work. Therefore now when they encounter difficulties, they are not 
able to pool the wisdom of the masses, carry out study and investigations and analy- 
ses and find truth from facts. It often occurs that when they find that some prod- 
ucts are in short supply, as long as the products are profitable, they produce such 
products without considering their own conditions or finding the reasons for the 
shortages. As a result, these enterprises find themselves in a passive position, 
the national economy is affected while the aim of enterprise production cannot be 
combined with the aim of social production. 


(2) Ours is a big country with a population of nearly 1 billion and a complicated 
situation. It is difficult to manage well the national economic system of such a 
big country. what is more important is that because, for a long period in the past, 
we carried out planning according to orders and the administrative management 
method, we lacked experiences in using as economic management system which accords 
with economic and natural laws. For example, we are not yet able to make good use 
of such economic levers as value, profits, interest and tax to regulate the national 
economy in a planned way. We are yet able to establish a complete legal system with 
regard to economic legislation and economic jurisdiction. As a result, in carrying 
out all economic activities, particularly the economic activities of enterprises, 
there are no regulations to follow and we are at a loss as what to do. 


(3) The present stage ofour economic development is characterized by simultaneous 
existence of various commodity economies with the publicly owned means of production 
as the major component. Under such an economic situation, the aim or enterprise 








production, the aim of social prodcution and the cembination of these two aims can 
mainly be realized only through the market. But our present market economy is far 
from strong. Goods and materials and particularly the means of subsistence are in 
seriously short supply in our market. Furthermore, our circulation channels and 

the flows of goods are .ot smooth and the price system is seriously irrational. 

All these make it difficult to combine the aim of enterprise production with the aim 
of social production. In addition, there are various defects in our macroeconomic 
management that have been exploited by a few enterprises in seeking illegal inter- 
ests and in carrying out profiteering activities. 


We must also acknowledge that because the economic position and the range of activi- 
ties of enterprises are limited, it is impossible for them either to fully under- 
stand the whole situation of the macroeconomy or to fully reflect the basic and 
long-term interests of the whole society. Consequently, their business activities 
cannot but be contrary to the aim of social production. Seen from this point of 
view, some contradictions are inevitable. 


From the above mentioned analyses, we can understand the following important points. 


First, the contradictions between the aim of enterprise production and the aim of 
social production, particularly the contradictions that occur under specific histori- 
cal conditions, are not unusual and they can be resolved. Of course, to solve 

these contradictions, it is imperative to go through a particular readjustment 

stage, to resort to effective principles and to gradually lead the relationship 
between these contradictions onto ‘normal path. 


Second, with regard to some contradictions which often occur between the aim of 
enterprise production and the aim of social production, it is necessary to constantly 
solve them through normal methods in daily activities. We must understand that the 
dialectical unification of the aim of enterprise production with the aim of social 
production is not a man-made, metaphysical or forcible “unity.” They can only grad- 
ually tend to unite in the course of movement by contradictions which constantly 
occur and which are constantly resolved. That is to say, in soiving such contra- 
dictions we must make the best use of situations, display advantages, overcome 
shortcomings, promote advantageous factors and eradicate unfavorable factors. 


In the relationship between the two above-mentioned points, regardless of the spe- 
cific reasons, there is also the inevitable reality of our passive economic situa- 
tion that is caused by improper handling of the usually occurring contradictions. 
In such a reality, it is imperative for us to resort to proper methods and 
gradually solve these contradictions. Following the 3d plenary session of the llth 
CCP Central Committee, our party put forth the principle of "readjustment, restruc- 
turing, reorganizing and upgrading" which is the only correct principle for hand- 
ling these contradictions. Therefore we must spare no efforts in implementing this 
principle. 


CSO: 4006/234 


10 











NATIONAL POLICY AND ISSUES 
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[Article by Wang Yong [3769 0516] of the Planning Department of the Ministry of Pe- 
troleum Industry: "On the Composition of Productive Forces"] 


[Text] What elements constitute productive forces? This is a question which theo- 
rists have been debating for many years. To correcily resolve this question, in our 
exposition we must certainly not proceed from definitions. We must study it in the 
light of production practice. 


Let us first analyze highly automated production under on-line real-time control, 
that is, production under the real-time control of computers. When we talk about 
"on-line," we mean that the production site and the computer are directly linked 

by means of a commurication circuit, and production is carried out and controlled 
with the help of the exchange of information between them. By “real-time” we mean 
that we require the computer to have a very short "response interval" and to be able 
to process information in time, so that it can exercise synchronous control over the 
site where rapid changes occur. 


Production is constituted by man's activities in material production. Therefore, 

we must not only understand it in the static sense (in terms of space), but must 

also understand it in the dynamic sense (in terms of time). How does the above- 
mentioned system of production function? What factors are necessary for the func- 
tioning? First of all, the engineering and technical personnel must study and 

design the product with the help of science, technology and information on production, 
and then convert the results into programs that can be read by the computer. The 
programs provide solutions to all relevant questions on preduction, namely, what 
product should be preiuced; how it is to be produced (what technological process 
should be adopted); what materials and equipment should be used; what standards 
should be adopted; what kind of work schedule should be formulated; and so on. Then, 
the operators (members of the labor force) feed these programs into the computer 

and these programs control the functioning of the entire system. The computer de- 
termines various directions for implementation according to the stipulations of 

the programs, and then assigns these directions in a sequence, through the com- 
munication circuit, to the production site for implementation. For example, it 
orders the equipment for handling input to select the requisite materials, orders 

the conveying equipment to send the materials to the corresvonding ets of processing 
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equipment, orders various categories of equipment in the conversion section to per- 
form processing and assembling work according to the requirements of the technologi- 
cal process and specifications, and finally orders the equipment for handling out- 
put to deliver the packed products to the warehouse or market. What should be 

done if an error occurs in a suyprocess? The feedback system must exercise super- 
vision and control. In each subprocess, there is a set of automatic inspection 

and testing equipment. The resu.\ts of inspection and testing are converted into 
information which is fed back to the computer and which can be deciphered by it. The 
computer processes and performs calculations on the information according to the 
stipulations of the programs, and thus determines whether the subprocess is working 
in the optimum manner and whether it is necessary to issue directions for readjust- 
ment. That is to say, between the computer and each subprocess, there is an ex- 
change consisting of the implementation of directions and the feeding back of infor- 
mation. We call this the information flow. The information flow controls the ma- 
terial flow, while the latter generates the former. It is precisely through this 
kind of interaction that automatic control is exercised over the entire production 
system, so that it functions in the optimum manner. 


Moreover, there is also an exchange of information between the operators and the 
entire system. Through display devices, the computer informs the operators of the 
operation state of the entire system, so that manual intervention can be exercised 
when there are irregularities outside the computer's control. 


If this system also inciudes an on-line real-time management control system, then, 
aside from the above-mentioned production information flow, there is also a manage- 
ment information flow. This management control system is a system whereby communica- 
tion is established among various links of production management, namely, planning- 
implementation-environment (market) and warehousing. 


In the light of market information received, the computer formulates a plan for pro- 
duction which is assigned to the production site where it is implemented. When 

the product leaves the factory, part of the output goes into the market and the 

rest is delivered to the warehouse. This causes some changes in the environment 
(market) and inventory. The communication system feeds back information about 
changes in the environment and inventory to the computer, which reformulates a plan 
in the light of this information. The plan is then implemented. In this way, a 
continuous and spiral’ing cycle is formed. 


There are many areas of management and therefore, the information flow system must 
have many loops. For example, it must provide various information flows for con- 

trolling quality management, economic accounting, “value analysis," inventory man- 
agement and so on. These information flows are interconnected and interrelated, 

comprising an organic management information flow system. It is precisely through 
such a system that the management of the entire production system is brought under 
automatic control. 


Why can the computer play such a tremende's role? Why can it control such a com- 
plicated information flow system in an orderly way? It is because aside from the 
computer “hardware”, such as integrated circuits, magnetic cores and so on, and 
aside from the above-mentioned applied programs (applied software), the computer 
also has its own information system (operation system, coding system, data storage 
system, communication system and so on), which people call the system software. It 
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is precisely through their coordinated functioning that automati: control is per- 
formed. The more powerful the functions of the system software, the greater is the 
usefulness of the computer. A bare machine without the system software is not very 
useful. Such a bare machine must even be coupled with a direction program formula- 
ted in machine language before it can be used. Software is a term relative to hard- 
ware. It is not a real object existing in material form, but is the information 
existing in the form of programs. Software is now produced as a commodity in for- 
eign countries, where many enterprises specialized in producing software have ap- 
peared. If we say that, in the past, the type of production that yields means of 
production has played a prominent role in the development of the productive forces, 
then today it is veing superseded by the production of software. If computer hard- 
ware is regarded as a means of production, then the computer's system software and 
applied software constitute the information concerning its production. There- 

fore, the computer itself is an excellent demonstration of the existence and role of 
production information. 


It can be seen from this analysis that in the entire process of production under on- 
line real-time control, aside from the two well-known factors, namely the means of 
production and the labor force, there are also other factors such as programs, in- 
spection and testing information, implementation information, information about 

the circumstances of production, market information and so on. This latter group 
of factors is collectively called production information. The labor force, the 
means of production and the production information are all indispensable to the 
normal functioning of the entire production system. H. ever, without production 
information, the automatic control equipment will surely not automatically play 

its role and will just be rubbish. 


[f this exposition is true of the kind of production under automatic control, is 
it also true of complicatedwork and production in general? Consider the produc- 
tion of a new type of lathe. In developing this new lathe, many things are used, such 
as scientific knowledge, new technological information and normal standards; things 
used in processing such as design drawings, production techniques, technical methods 
and operation rules; the data collected in inspection and testing; and soon. All 
these things belong to the category of production information. It is true that 
"one cannot make bricks without straw” Without materials and raw materials, pro- 
duction is impossible. Similarly, without these kinds of production information, 
production also cannot be carried out. 


in all complicated work, there is division of labor, which in turn calls for man- 
agement. Management is simply the scientific organization, managing and coordina- 
tion of production in the light of information that reflects changes in the circum- 
stances of production. For example, quality management amounts to controlling 
product quality through processing information that reflects product quality by 
mathematical and statistical methods; through computing various parameters, and 
through drawing various charts and diagrams such as control charts, bar charts, 
permutation charts, correlation diagrams and so on. Scientific management requires 
people to “speak in the light of available data and work according to programs," 
that is, to speak inthe light of information that reflects the situation of the 
production site and to enable information to flow according to certain set programs 
without interruption or blockage. 
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The entire production process may be divided into four major stages, namely, plan- 
ning and development; control and implementation; inspection; and summing up, up- 
grading and formulating measures. Moreover, each stage, and each subprocess at 
every stage, can also be considered to consist of four similar stages in miniature. 
The stages and subprocesses continue to work in an interrelated manner with the help 
of production information, forming major cycles with incorporated minor cycles. It 
is precisely through the continuous feedback of production information that pro- 
duction continues to develop and major cycles with minor ones move in continuous 
spiral cycles. The faster the feedback of production information, the faster will 
be the movement or cycles and the development of production. 


The foregoing analysis shows that in this case, production information is also a 
factor. The difference is that in production under automatic control, the computer 
performs the work of control, production information in the form of codes and lang- 
uage that can be read by the computer is transmitted via communication circuits, 
and thus a great deal of mental labor is performed by the machine instead of by 
operators. However, without automatic control, production information exists in 
the form of words, diagrams, language, data and so on. It is transmitted in a 
"wireless" manner between man and machine or between man and man. It is received 
by production under automatic control, production information is separated from 

the operators. In production without automatic control, it is inseparable from 
operators and is merged into the labor force, being neglected or ignored by people. 


This analysis applies not only to complicated production work, but also to simple 
production work. Take for example the making of canoes by carving wood in primitive 
societies. Before a man made a canoe, he had to acquire the concept of a canoe 
through real life practice. He designed the general shape in his mind. He also 
posse: ied knowledge of the ability of wood to float on water and also experience 
in using stone artifacts as tools. Because he possessed this kind of information, 
he could use stone tools to carve wood to make a canoe. In making the canoe by 
carving, he also had to continually compare his progress with the envisaged goal, 
so that the progress could be subordinated to the goal. Thus, here we can also 
perceive the existence of the primitive embryonic form of information and exchange 
of information. 


Some may argue that the so-called production information is a kind of "mental abil- 
ity" and should be included in the category of labor forces. It is true that labor 
force implies the use of workers’ physical and mental abilities. However, mental 
ability is man's ability to think and to understand things, but what we call pro- 
duction information is the product or object of mental labor. Mental ability be- 
longs to the category of subjective thinking, but production information is an 
objectively existing thing; the two things are naturally not identical. Neverthe- 
less, there is some similarity between the two things. If we say that tools of 
labor amount to an extension of the human hand and are used to strengthen man's 
physical ability, then the computer with production information amounts to an ex- 
tension of the human brain and is used to strengthen man's mental ability. There- 
fore, as we must not regard tools of labor as part of the labor force, we also 

must not consider production information as part of the labor force. Both cate- 
gories of things are independently existing factors in the production process. It 
may also happen that in some categories of extremely simple work, when the tools 
are absent as a factor, it seems that production information as a factor is also 
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nonexistent. For example, in picking wild fruit, the hand is the tool and the 
fruit can be picked when it is ripe. it seems that it is sufficient to possess the 
mental ability to know whether the fruit is both edible and ripe. However, even in 
this simple work, we can also pe.ceive the primitive form of production information. 
How can the man who picks the fruit know that it is edible? What does ripe fruit 
look like? For one thing, he must acquire the relevant knowledge which people have 
accumulated in production; and for another, he must receive the information coming 
from the fruit, namely its shape, color, size and so on. Only by comparing his 
knowledge with the information can he attain his goal. If so, then what indicates 
the use of his mental ability? The use of this ability is reflected in the extant 
of his knowledge and in whether the knowledge is appropriately applied. This 
demonstrates that even in an extremely simple labor process, the workers’ mental 
ability is not identical with production information. 


Recently, some people have proposed considering science and technology as a element 
of the productive forces. Is this correct? To answer this question, let us further 
analyze what information is, what production information is, and their relationship 
with science. 


Information is a very general concept. Information includes the information we 
obtain when we read a book, the news carried in a newspaper or a radio broadcast, 
the information received by man's brain or perception organs about external things 
and changes in the "instruction" received from the brain by the muscles of the body 
about how to perform movements, the data concerning the shape, size and smooth fin- 
ish of the workpiece as made available to an operator in production, information 
received by an operator about how production goes on, and so on. Thus, what we 

call information refers to information in the general sense and not ir the narrow 
sense as in “information theory.” 


Everything must exist in the context of objectively existing time and space. There- 
fore, it extends into space and displays continuity in the time dimension. That 

is to say, it has time and spatial characteristics. It has its own external fea- 
tures such as shape, size, color, rigidity and so on. It is governed by laws 

which are peculiar to itself and which determine its changes and development. 

These objectively existirg characteristics constitute the knowledge of, and infor- 
mation about. The thing. These characteristics exert an effect on man, and man 

has organe for perceiving them as well as the ability to think about them. He can 
understand them, discover the laws governing the changes and development of the 
thing, and thus acquire knowledge about the thing. Science is the knoweldge that 
reflects the essential relationships of things and reveals the laws governing 

their changes and development. That is to say, science is a special category of 
information that reflects the essential characteristics of objective things. Na- 
tural sciences are a special category of information that reveals the laws govern- 
ing; movement in nature. Social sciences constitute a special category of informa- 
tion that reveals the laws of social development. Systems science is a special 
category of information revealing the laws of the movement in "systems." Production 
information is special information that reflects the laws governing the production 
of material things. It includessystems science, natural sciences and social scien- 


ces (such as the economics of productive forces, the behavioral sciences and so on) 
that are applied to production. It also includes the information which reflects 
production activities. Production information is a factor essential for production 
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activities but, in general, science is not. This is because there is always a con- 
siderable time interval between making a new scientific discovery and applying it 
in actual production. The time interval may range from several years to several 
decades or even a century. For example, people began to study photoelectric trans- 
formation more than a century ago, but it was not until the 1940's that people 
could produce the television set. Therefore, sciences in general merely serve as 

a possible factor of the productive forces. Only when they have been changed into 
suitable production information and when they are integrated with the productive 
forces and the means of production, can they become real elements of the productive 
forces. We must not indiscriminately regard sciences or the natural sciences as 
elements of the productive forces. 


Of course, production information is different from sciences in general in certain 
ways, but is also interrelated with the latter in some other ways. The practice of 
production promotes scientific development, while science in turn promotes the 
development of production. Science is the mother of production information, form 
which it drawsnourishment to enrich itself. With the development of scdence, pro- 
duction information will certainly grow further. The history of development of 
production has proved that the achievement of majur scientific discoveries will 
ultimately cause drastic changes in the productive forces. Therefore, man must not 
only shoulder the responsibility to continuously develop science and technology, but 
must also strive to shorten the time lag between the development of science and tech- 
nology and the application of science and technology in production. Science and 
technology must be converted into production information as quickly as possible and 
thenapplied to production, so as to promote the rapid development of the productive 
forces. 


The foregoing analysis shows that the elements of the productive forces should be 

the labor force, the means of production and production information. We may say that 
in simple production activities, production information is not a prominent element. 
However, with the attainment of a high degree of development in production, it has 
become a prominent element which plays a role of increasing importance. We must 
seriously study it. 


CSO: 4006/234 
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[Article by Ji Zhengzhi [4764 2973 3112]: "The Amount of Profit in Pla.aed Pricing 
Should Be Fixed According to the Overall Profit Rate") 


[Text] Our article “Some Questions in the Formation of the Socialist Planned 
Pricing" carried in JINGJI YANJIU No 4, 1979 held that there were both advantages 
and disadvantages in fixing planned prices according to the profit rate of average 
social wages, to that of the average social costs and to that of the average social 
funds; that it was not proper to take any one of the three as the only basis for 
fixing prices and advocated taking the profit rate of average departmental costs 
as the dominant factor and the profit rate of social funds and that of average 
departmental wages must be taken into account in order to take into consideration 
the economic interests of the different departments. The central idea of this 
proposicion was aimed at giving consideration to the three profit rates in a com- 
prehensive way and fixing prices according to the overall profit rate. Through 2 
years’ or more discussion, we still adhere to fixing prices according to the over- 


all profit rate. But some of the formulations mist be revised and changed into taking 


the profit rate of the average social funds as the dominant factor and that of the 
average social wages as a supplement in fixing the amount of profit in planned 
pricing according to the cost ratio of the different departments and the theoreti- 
cal fixing prices. Now we have written down what we have in mind and we look for- 
ward to your comments. 


I 


From the characteristics of the socialist commodity economy at the present stage, 
planned pricing fixed on the basis of the overall profit rate is a new form of the 
conversion of commodity value. 


Prices are the monetary manifestation of commodity value. In the development of 
the commodity economy, commodity prices have been directly based on value. Only 
when the commodity economy develops to a certain stage of capitalist economy, are 
commodity prices based on the form of the conversion of value--production prices. 
This is the result of the changes in the objective economic conditions: Specifi- 
cally speaking, the emergence of big industry using machines and the development 

of socialized mass production on the one hand, and on the other hand, the emergence 
of a competitive situation aimed at seeking profit, capitalists have made capital 
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and labor force flow freely and helped the profit rate enter the stage of equality 
and reaiized the practice of the same amount of capital gaining the same amount of 
profit. Therefore, in making an investigation of the emergence of production prices, 
we must start with the productive forces and the production relations and not attri- 
bute the conversion of value into production prices to the emergence of big industry 
using machines and the development of socialized mass production as advocated by 
some comrades. We do not deny that the development of the productive forces plays 

a decisive role in the emergence and development of the production relations, but 
that the production relations have a relatively independent charac er. They both 
are, after all, two entirely different things. Stressing the decisive role of 

the productive forces does not mean totally ignoring production relations. In fact, 
that which suits socialized mass production may be both the capitalist production 
relations and the socialist production relations. Production prices are an eco- 
nomic category, and “the economic category is only the theoretical 2xpression of 
production relations, basically its abstraction.” ("Selected Works of Marx and 
Engels," "Poverty of Philosophy,” vol 1, p 108) Therefore, we mst not deliberate 
on the inevitability of *~‘e emergence of production prices from the angle of the 
productive forces alone and simply by past production relations. 


The emergence of industry using large-scale machines and the development of social- 
ized mass production has brought about differences in the organic composition of 

the different departments, resulting in the differences in profit rates. However, 
the basis for equalizing the differences in profit rates is not determined by the 
productive forces but by the production relations, that is, by the transfer of 
capital and labor force among the different departments which is the result of 
taking profit as the aim of production. Of course, the success or failure of realiz- 
ing this transfer is related to both the productive forces and the production rela- 
tions. Instead in the stage of industry using large-scale machines, production 
prices did not develop in cooperation nor did the factory handicraft industry de- 
velop. This is because in the early stage of capitalist development, the development 
of socialized mass production was not high, the transfer of capital and labor force 
among the different departments and different regions was relatively difficult 

and there were not any objective economic conditions for the equalization of profit. 
The more the productive forces and the capitalist production relations develop, the 
easier the realization of the equalization of profit rate will become. 


Judging from China's productive forces and production relations at the present stage, 
we cannot fix planned prices directly either on the basis of value or on production 
prices. 


In terms of the productive forces, we have had socialized mass production but the 
level of the productive forces of the whole society is still low. We have not 
reached the stage of high socialization among all departments or in other words, 
have not reached a stage more socialized than that of the capitalist commodity 
economy . Agricultural production is still carried out with draught animals and 
with manual labor. Marx said that there were large numbers of production units 
which were under noncapitalist management (for instance, agriculture run by small 
peasants) stuck in the capitalist enterprises and interwoven with them and this would 
bring greater difficulties in the equalizing or profit. Thus, the agricultural 
collective economy which uses draught animals and manual labor as the dominant 
factors will incur great difficulties in the equalization of profit under socialism. 
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fhe comrades who advocate production prices are also unable to deny this. Some 
comrades who advocate fixing prices only for industrial products on the basis of 
production prices exclude agricultural products. The equalization of profit is 
carried out in the industrial departments alone with the agricultural and commer- 
cial departments excluded. How can this be called production prices then? Further- 
more, the differences in the organic composition of the different branches of China's 
industry are relatively wide. For example, the average per capita deployment of 
fixed assets of the staff and workers of heavy industrial enterprises under the 
system of ownership by the whole people is about 10,000 yuan, for the coal in- 
dustry it is 8,000 yuan, the power industry is arovnd 47,000 yuan, the metallurgical 
industry is around 16,000 yuan. The average per capita deployment of fixed assets 
of the staff and workers of enterprises of light and textile industries under the 
system of ownership by the whole people is approximately 4,000 yuan, of which that 
of the four trades of leather, clothing, arts and crafts and daily-use goods is 
only 1,260 yuan. The organic compositions of the handicraft industry under the 
system of collective ownership and the commune and brigade-run industry are lower. 
For instance, the average per capita deployment of fixed assets of the commune and 
brigade-run enterprises of Jiangsu Province which are relatively the most advanced 
throughout the country is 800 yuan. Since at present our country lacks necessary 
funds, badly, stress should be put on fully utilizing the rich resources of labor 
power, arranging employment developing labor-intensive enterprises in great numbers 
and implementing the technical and economic policy of employing both automation, 
semiautomation, mechanization and semimechanization on the one hand and manpower and 
animal power on the other. Does this mean that we are still in the stage of pro- 
ductive forces of the simple commodity economy? Certainly not, because we *ivs af- 
ter all had 6,000 large- and medium-scale enterprises which constitute a consider- 
ably large proportion of the industrial and communications departments and have 

had a certain level of socialization of production. Failure to acknowledge this 

is also wrong. Therefore, in terms of the level of productive forces, we are in 
the process of developing from the simple commodity economy to socialized mass 
production. For this reason, planned prices can be based directly neither on value 
nor on production prices, but rather on thenew form of the conversion of value. 


In terms of the production relations, the socialist commodity economy is established 
on the basis of public ownership of the means of production, a commodity economy 
which develops in a planned way. The aim of production is use value rather than 
profit. However, use value is the material basis of value. The labor consumed 

in producing the same use value differs from product to product, so we must pay 
close attention to the economic effect. Therefore, as a monetary manifestation of 
products which meet the needs of the people, profit is also important to socialism. 
Especially after the introduction of the practice of linkirg up the quality of the 
enterprise management with the material benefits of the enterprises as well as the 
staff and workers, enterprises have concerned themselves with profits. Irrational 
prices will lead to differences in profits and result in the unfairness in the 
distribution and allocation of profits among the enterprises, thus dampening the 
enthusiasm of the enterprises as well as the staff and workers. 4ut we must not 
regard that the aim of socialist production is simply for profi’ and then exercise 
the practice of “more efforts for more profit, less efforts fo. less profit and 

no efforts for no profit." Profits can be increased on the condition of satisfying 
the needs of the people. At the same time, in making investments in the various 
departments, the state should pay attention to the economic effect and invest more 
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funds and labor power in the departments, regions and enterprises which produce 
good economic effect. But the state must not take the temporary level of profit 
rate as the point of departure, and with the situation as a whole in mind and from 
a long-term point of view, it must make investments in some departments, regions 
and enterprises whose profit rates are now on the low side since this raises the 
level of profit rate for the whole national economy--the national economic effect. 
Therefore, the basic socialist economic law determines that the aim of our produc- 
tion is not for profit but it does require us to boost profits on the condition 

of satisfying the needs of the people’ determines that we must correctly handle 

the economic interests of all concerned on the basis that these interests are 
fundamentally the same and help the various departments obtain equal profits 

on the one hand, and on the other hand we must not pay attention to trival dif- 
ferences and take the practice of the same amount of capital gaining the same 
amount of profit as the criterion and make it an absolute. In fact, the equalizing 
of profits under capitalism is also only trend. Thus it is more difficult for us to 
take equal profits for the various departments as the staring point and not as the 
end-result in drawing up planned prices. We hold that is will be enough to have 
nearly equal profits, allowing a little disparity. 


Under capitalism, the transfer of value for the departments with low organic bases 
to those with high organic bases and the realization of the equalizing of profits 
involve mainly the redistribution of profits among the capitalists, and generally 
speaking, do not involve the welfare of laborers and only involve capital. Under 
socialism the laborers own the means of production. The principle of distribution 
of consumer goods to individuals according to work done takes directly the quantity 
and quality of the labor of individuals as the yardstick but also links up the 
quality of enterprise management with the material benefits of the staff and workers, 
thus putting into effect the principle of distribution according to work done on a 
larger scale. In this way, the amount of profit and the ratio of profit sharing 
cannot but be directly related to the number of the laborers, and the unfairness in 
the distr’ ution and allocation of profits among the enterprises will eventually 
affect the staff and workers. Therefore, in fixing prices according to any kin. of 
profit rate, it is necessary to study the question of the average amount of profit 
based on the number of staff and workers of the different departments. Generally 
speaking, the average deployment of the amount cf profit based on the number of 
staff and workers of departments with high fund organic bases which practice fixing 
prices according to the fund rate of profit is relatively large. Some comrades 

who are oriented only toward production prices do not think so and argue that the 
profit sharing of departments with high organic bases, the amount used in production 
funds is relatively large and the absolute average per capita amount used in col- 
lective welfare and bonuses is not necessarily bigger than that of the departments 
with low organic bases. This argument is open to question. The more profit sharing 
is used in production funds, the more advantageous the conditions for replacing 

and transforming equipment and the greater the possibilities for raising labor pro- 
ductivity will be and the profits brought about thereafter will be relatively enor- 
mous. Therefore, the departments with high organic composition are still ina 
favorable position. If not so, why do those comrades who are oriented toward pro- 
duction prices sill advocate readjusting the income of the different departments 
with income-readjusting tax? The formuiaiion of this argument itself indicates that 
the average per capita amount of profit of the departments with different organic 
bases brought about by fixing prices according to production prices is different, 
and a new problem of unfairness in the distribution and allocation of profits will 
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emerge among staff and workers. This is a problem which do>« not simply exist under 
capitalism, even under socialism it has become a problem which should be taken into 
account in working out planned prices. Therefore, to implement the principles of 
distribution according to work done while in studying price formulation, considera- 
tion should be given to taking care of the labor-intensive trades with low organic 
bases. 


Let us look into the matter of competition. Under capitalism the equalizing of 
profits is realized through competition. Under socialism, competition is limited 
and no free competition similar to that under capitalism is allowed. Many major 
products are developed in a planned way, major capital construction projects are 
defined in a planned way and the prices for major industrial and agricultural pro- 
ducts are also set in a planned way. In addition, planned pricing is basically 
monopolistic. All this restricts competition to a larger extent and as a result, 
there are no preconditions, or in other words, full preconditions for formulating 
production prices. But this does not negate the fact that some competition should 
be carried out actively under the guidance of state planning and also does not 

mean that there is no trend toward equalizing profits under socialism. After the 
quality of enterprise management was linked up with the material benefits of enter- 
prises and their staff and workers, enterprises concerned themsleves with profits 
and demanded gaining roughly equal profits. Besides, we have practiced the regula- 
tion by market mechanism under the guidance of state planning and allowed the 
enterprises to have some decisionmaking power and to produce the products needed by 
the market independently or jointly with other enterprises on the condition of 
fulfilling state plans, thus resulting in a certain transfer of funds, and this trans- 
fer of funds is more or less related to profit. I/ these transferred funds are 
used to produce new products, they «re not necessarily subjected to the approval of 
the organs concerned. Even though they should be subject to approval, this does 
not mean that there exists an objective trend toward the transfer of funds. But 
generally speaking, the transfer of funds is realized mainly through the regulation 
by planning mechanism and the enterprises can carry it out freely only within a 
limited scope and under the guidance of state planning. 


therefore, judging from production relations, the socialist commodity economy is a 
commodity economy with its own particular characteristics. It is neither a small 
commodity economy based on private ownership nor the capitalist commodity economy. 
This determines that planned pricing cannot be directly based either on value or 
on production prices but instead must be based on a new form of the conversion of 
value. 


Il 


Fixing the amount of profit in planned pricing according to the overall profit rate 
can take the role of laborers and the means of production into account in a rela- 
tively comprehensive way and for this reason, it can reflect the surplus part of 
labor in value in a more objective way, thus benefiting the development of the na- 
tional economy. 


In production, not a single one of the laborers or the means of production can be 
dispensed with. Labor is the source of creating value, but though laborers engage 
in labor they also utilize various types of equipment. Therefore, the production 
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techniques and equipment are improving labor productivity. In socialized mass pro- 
duction, labor constitutes a big proportion of unit product costs or total products. 
Of course, by stressing the role of technology and equipment in improving labor 
productivity, we do not mean negating the theory of the value of labor. Marx ex- 
pounded on the theory of production prices on the basis of the theory of the value 
of labor. Though there is a transfer of surplus products because production prices 
among the various different departments differ, the total prices and total value 
of commodities are coincidental. Marx said: "Since the total value of commodi- 
ties adjusts their total surplus value and the total surplus value again adjusts the 
average profit; thence the level of the general profit rate--this is a general law, 
a law which controls the various changes--then, the law of value adjusts production 
process." ("Das Kapital," People's Publishing House 1975 Edition, vol 3, p 201) The 
production techniques and equipment are the most important material conditions for 
improving labor productivity and are the material embodiment of the social produc- 
tive forces, but are definitely not the only condition for improving labor produc- 
tivity. The amount of funds should not be seen in a simplified way as the indica- 
tor of the degree of the production techniques and equipment. As a productive force, 
science can find expression in both the fixed assets and the laborers themselves. 

On the condition of the same production techniques and equipment, improvement in 

the proficinecy of laborers means that labore*s have a higher level of technology 
and techniques which can substantially raise labor productivity. In the last 

few decades, in the industrially developed countries, the adoption of new techni- 
ques and the study of new technology have resulted in the more effective use of the 
existing fixed assets and, in many circumstances, there has emerged a decline in the 
amount of fixed assets and the amount of investment in the unit products. This in- 
dicates that taking the increase or decrease of the production techniques and 
equipment as the only mark does not tell the whole substance of the improvement of 
labor productivity. The development of intellectual resources and the improvement 
of labor quality have an increasingly great impact on the improvement of labor pro- 
ductivity. Under the condition of practicing the principle of distribution accord- 
ing to work done, the proportion of the amount of wages in the unit products is not 
always in the descent and there has emerged a tendency in which the improvement of 
the quality of productive forces is accompanied with the corresponding increase in 
the amount of wages and has to a certain extent canceled out the corresponding de- 
crease in the amount of wages caused by the reduction in the quantity of labor 
power. 


Taking the form of money as the expression of fixed assets only reflects the scope 
of the means of production but not the whole efficacy. The production techniques 
and equipment can be divided between the new and the old and into factory buildings, 
machinery equipment and auxiliary equipment. Their respective efficacy to improve 
labor productivity is different. The same amount of fixed assets may be manifested 
in the production techniques and equipment with different efficacy. Moreover, be- 
tween the different departments, the deployment of fixed assets does not mean the 
degree of technology and equipment. Different departments have different demands 
for technology and have different technology and equipment as a result. The same 
deployment of funds in different departments can be signified by different organ- 
ic compositions of funding. 


Fixing prices only according to wage rates it or to profit rates is one-sided 


and cannot reflect the respective role of the means of production and the laborers 
in an all-round way in the process of production. Fixing prices according to wage 
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rates also gives rise to the situation in which the quantities of the use of labor 
force has a direct bearing on profit, therefore, it is detrimental to the adoption 
by the various departments of advanced technology and the improvement of labor 
productivity of entire departments. Fixing prices according to the rate of profit 
only stresses the role of material technology and equipment (in our country the 
fixed amount of circulation fund does not include the total amount of wages, so the 
use and consumption of funds mainly refers to the use and consumption of production 
techniques and equipment as well as raw and semifinished materials and fuels) but 
neglects the role of improving the quality of laborers and bringing into play the 
enthusiasm of laborers in the improvement of labor productivity (in keeping with the 
principle of the implementation of the principle of distribution according to work 
done, the mobilization of the enthusiasm of laborers produces more labor, thus 
correspondingly increasing the remuneration for labor and boosting the total amount 
of income). 


Because the means of production and the laborers have an indispensable important 
roles in production, while production techniques and equipment are the most import- 
ant material conditions for improving labor productivity, the consumption of ma- 
terials occupies mostly the production costs and furthermore one of the important 
tasks for the accomplishment of the four modernizations in China is to transform 
and arm the various sectors of the national economy with advanced technology and 
equipment, so in drawing up planned prices, it is necessary to take the profit rate 
as the dominant factor and the wage rate as the supplementary one and develop them 
into a comprehensive profit rate. 


The question of the proportion of the profit rate and the wage rate in the overall 
profit rate and how to concretely fix prices must be further studied. We hold 

that the definition of these proportional relations should be conducive to the 
progress of technology and the replacement of equipment on the one hand, and it 
should be carried out in a gradual way by proceeding from China's actual conditions 
on the other hand. Under the present circumstances in which there are relatively 
wide differences between the organic bases of China's various departments, it is 
advisable to form a classified (or graded) differential fund rate of profit first 
in the heavy industrial and communications departments by taking the profit rate as 
the dominant factor and the wage rate as the supplementary one and convert them 
into the cost rate of profit of the different departments so as to take care of the 
interests of the trades with low organic bases and high degree of labor intensity 
and enable the different departments gain roughly economic footing. Specifically 
speaking, taken the ratio between the labor force and materials in China's present 
industrial production as a reference, it is advisable to calculate the readjusted 
profit rate according to 70 percent based on the profit rate of average funds and 30 
percent based on the profit rate of average wages so as to define the amount of 
profit for the various departments and then convert it into the cost rate of pro- 
fit. Calculated according to this method, the profit rate of China's heavy indus- 
trial and transportation and communications departments is divided into four 
grades, namely the grade consisting of coal, forestry industry and building mater- 
ials; that consisting of metallurgical, chemical and civil machine-building indus- 
tries and transportation; that consisting of railway and civil aviation and that 
consisting or petroleum and electricity whose profit rate can be higher than the 
readjusted profit rate on condition that there is no decrease in energy prices. In 
the future, when the organic bases of the various departments are relatively even, 
we can gradually adopt the method of taking the profit rate as the dominant factor 
and the wage rate as the supplementary one in fixing prices for the branches of 

the national economy including light and textile industries and agriculture. 
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To solve the problem of reducing the disparity of profits between the enterprises 
caused by the different product varieties and different prices, the cotton spinning 
company under the Shanghai Light and Textile Industrial Bureau adopted prices for 
settling accounts within the company. They first distributed the pro‘its earned 
by the whole company in a proportional way in accordance with charges in using 
circulation fund and fixed assets and the wage ratio, in part of circulation fund, 
by and large, the ratio of interest in profit distribution is 3 percent; in fixed 
assets, the ratio of depreciation in the profit distirbution is 48.5 percent and 
in the wage fund, the ratio of wages in the profit distribution is 48.5 percent. 
Thus, the fixed amount of profit of various products can be calculated on this 
basis. The introduction of this method has reduced the profit disparity between 
the different enterprises and relatively good results have been achieved as a re- 
sult. This has proved through practice that the overall profit rate is feasible. 


Fixing prices according to the overall profit rate will inevitably give rise to 

the transfer of some value from the departments with low organic bases to those with 
higii organic bases. We deem that this transfer is necessary. But because the wage 
rate has had a certain weight in the overall profit rate and the labor-intensive 
trades have been taken into account, this transfer is not so numerous as the one 
emerging in fixing prices only according to the profit rate. 


The comrades who advocate fixing prices according to the profit rate do not recognize 
(or at least do not recognize clearly) this transfer and those comrades who stand 

for fixing prices according to the wage rate oppose this transfer. We do not agree 
with these arguments. 


The comrades who maintain fixing prices according to the profit rate hold that 
among the different departments, the departments equipped with advanced technology, 
namely the departments with relatively high capital (fund) organic bases, can inm- 
prove labor productivity at a faster speed. Calculated in terms of invariable 
prices or when the prices are not correspondingly changed with the increase in 
labor productivity, they can also yield relatively iarge profit with the improve- 
ment of labor productivity, thus making greater contributions to the state. We 
hold that what is discussed here is in fact the qualitative change of use value and 
calculated in the form of invariable prices, a form of value, but the total quantity 
of value remains unchanged. This can only reflect the changes of labor productiv- 
ity of the same department at the different stages but cannot tell the degree of 
contributions of the different departments. First, the advance and backwardness 
of technology and equipment between the different departments can only be compared 
in the level of scientific development and its application in technology, namely 
compared in the development of the productive forces. It is difficult to make a 
concrete comparison. Second, comparing the distributions of the different depart- 
ments by labor productivity which is a manifestation of the amoutn of material ob- 
jectives of the different departments can account for nothing and is not very sci- 
entific. It can only contrast with itself and reflect the growth rate of labor 
productivity of the different departments. Appraising the contributions of the 
different departments by calculating the amount of profit rate according to in- 
variable prices involved in fact questions whether the prices are rational and 
whether there is a transfer ot value among the different departments. Fixing 
prices according to production prices will give rise to the question that there 
will be a transfer of the value of surplus products among the different departments 
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and to the question that the increase in the profit rate is not the result of the 
improvement of labor productivity brought about by advanced technology and equip- 
ment. The contributions made by the departments with high organic bases to the 
State contain the value created by the departments with low organic bases. This 
must not be ignored. Negating this means negating the theory of value of labor. 
The failure of these comrades to clearly deal with the question of the transfer 

of value is related to their confusion ir, the differences in labor productivity 
caused by the degree of technology and equipment of the different enterprises with- 
in the same department with the differences of labor productivity caused by the 
difference in degree of technology and equipment of the different departments. 


Then is the transfer of value of surplus products among the different departments 
necessary? The comrades who stand for fixing prices according to the profit rate 
oppose this transfer. They hold that this is an unnecessary move, and that it is 
advisable for the departments with low organizing bases to directly hand over their 
profits to the state and then for the state to carry out the distribution of profits. 
This argument was feasible in the past circumstances in which financially, all 
revenue and expenditure were handled by the state in a unified way but this merits 
serious attention after profits were linked up with the material interests of the 
enterprises as well as the staff and workers. We want to use not only the fi- 
nancial lever but also price lever to handle the economic relations between the 
different departments. Fixing prices according to the wage rate will make the depart- 
ments with high organic bases gain relatively little profit and also dampen the 
enthusiasm of the staff and workers of these departments, and be detrimental to 
further development, thus affecting the proportionate development of the whole 
national economy and also affect the development of the departments with low organic 
bases. We must not only see that under socialism the interests of the various 
departments are fundamentally identical but also see that there exist contradictions 
among them, therefore, they should be given consideration concurrently. Then can 
this transfer affect the development of such departments with low organic composition 
as agriculture, light industry and the mineral excavation industry? We hold that 
the key lies in the amount of the transferred value. An excessive transfer is 
detrimental to the development of these departments. In particular at present 

the collective economy holds a dominant position basically in agriculture and it 
holds a considerable part in light and textile industries. Under these circumstances, 
an excessive transfer will affect the consolidation and development of the system 

of collective ownership. 


III 


To further elaborate our opposition to the argument of taking the profit rate as the 
only basis in fixing prices, we have differing views on the "advantages" of fixing 
prices according to the profit rate. 


We maintain that the adoption of fixing prices according to the profit rate can 

give rise to the questionthat the amount of funds will affect profits, thus bring- 
ing about a phenomenon in which people vie with one another in investing the depart- 
ments as a unit. This is detrimental to economizing on funds and to our implementa- 
tion of the technical and economic policy of employing both automation, semiautomatim, 
mechanization anc semimechanization on the one hand and manpower and animal power on 
the other. 
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Some comrades who favor production prices do not agree with our views. They hold 
that fixing prices according to the profit rate can only benefit the promotion of 
economizing on funds rather than waste funds. This is because under a prerequisite 
that enterprises use the funds normally, by fixing prices according to the profit 
rate, the planned prices for commodities of those enterprises which use large 
amounts of funds will not be set a little higher as a result. The enterprises which 
use large amounts of funds have to pay more taxes and receive less profits, thus 
helping enterprises economize on funds. In our opinion, this argument is open to 
question. First, what we have said above is that the departments vied with one 
another in making investments but not that the enterprises do so. It does not meet 
the requirements to refute our argument on normal use of funds by enterprises. 

What they have talked about is not one and the same thing. Speaking of the idea that 
the introduction of fixing prices according to the profit rate can help the enter- 
prises which use less funds get more profit and cause them to economize on funds, be- 
cause under the circumstances in which prices are set, the less funds the enterprises 
use the less taxes on fixed assets (taxing of funds) and interest they pay, thus 
they can correspondingly reduce the cost of profits (if the payment of taxes on 
funds and interest is made from profits), thus enabling the enterprises to gain more 
profits. This has no direct relationship with whether or not to fix prices accord- 
ing to the profit rate. Under the circumstances in which prices are fixed accord- 
ing to the wage rate or the cost rate of profit and prices have already been set, 
the economy of the use of funds is also conducive to enterprises. Thus it can be 
seen that the key to the economizing on funds lies in whether a tax is levied on 

the use of fixed assets and the payment of interest is made on the use of fixed 
circulation fund. Second, if prices are fixed according to the profit rate and the 
same amount of capital obtains the same amount of profit, then on the condition 

of the normal use of funds, the absolute amount of profit of the departments which 
use a larger amount of funds will correspondingly be large. Furthermore, the tax 
rate of fixed assets is invariably lower than the profit rate; as a result, the 
departments which use large amounts of funds have an advantage in this respect. We 
must also see that the more investment the departments make and the more advanced 
the production equipment they use, the more rapid the improvement of labor produc- 
tivity will be, and compared with the base period of the departments and calculated 
in terms of invariable prices, the amount of their profits will be greater than that 
of the previous quarter and the ratio of profit sharing or the income tax of the 
departments which assume full responsibility for their own profits and losses are 
not immediately readjusted, so before readjustment is made the departments still 

can gain more profits. Third, quite a few comrades who advocate fixing prices 
according to production prices hold that fixing prices according to the cost rate of 
profit will lead to a phenomenon where precious raw and semifinished materials are 
frequently used and the more value is transferred the more advantages one will 

gain; that fixing prices according to wage rate will give rise to the question that 
the more manpower is used the more profit one will gain. We consider this view 
correct. Then why can fixing prices according to the profit rate not give rise 

to the question that people excessively use the funds by taking the departments as 

a unit? This is illogical. Principles should be the same and neither favor one 

and be in opposition against the other nor used to promote the operations of indi- 
vidiaul enterprises. We maintain that the three profit rates have both advantages 
and disadvantages and one of their drawbacks is that they all have a common fail- 
ing. Fourth, if we say that by fixing prices according to the profit rate we can 
economize on funds, then why did Marx not talk about this in "Das Kapital"? He 
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said: “The economy of labor--not only refers to the economy of labor which is needed 
in producing products but also to the economy of the number of hired workers--and 
the more frequent utilization of machinery (invariable capital) are manifested in 
the entirely rational acts economically. It seems that they cannot reduce in the 
least the general profit rate and the average profits." ("Das Kapital," vol 3, 

p 191) Please remember what Marx said is that the more frequent utilization of 
machinery (invariable capital) cannot reduce the average profits. Marx did talk 
about the question of economizing on invariable capital. What he referred to was 
that the economy of invariable capital of the enterprises within the same department 
was aimed at striving for superprofits. He said: "If surplus value is set, a 
profit rate can only be raised by the reduction of the value of invariable capital 
which is needed in producing commodities." (Ibid., p 95) Under a situation in 
which all departments earn equal profits, capitalists can gain superprofits and 
raise the profit rate through economizing on invariable capital. We must not con- 
fuse the average profit rate of the different departments with the different rates 
of the different enterprises within the same department. 


We deem that checking enterprises with the profit rate and fixing prices according 
to the profit rate are related but not one and the same thing. We also consider that 
putting a tax on fixed assets and fixing prices according to production prices are 
related but also not one and the same thing. It cannot be denied that in putting 

a tax on fixed assets, more taxes will be levied on the departments with high organ- 
ic bases, and in drawing up prices, this factor should be taken into account cor- 
respondingly, otherwise, the departments cannot possibly afford to pay the taxes 

or their profits will be greatly affected. In taking this phenomenon into account, 
the overall profit rate we advocate should take the profit rate as the dominant 
factor. However we do not mean that the rates of fixed assets for the various 
departments and enterprises of various types should be uniform and seek only one 
solution for diverse problems in this respect. In the light of China's present 
conditions in which the differences of the organic bases of the various cepartments 
are relatively wide and small, medium and large enterprises coexist simultaneously, 
it is necessary to work out different rates of fixed assets for the different de- 
partments and enterprises of different types. We still maintain that the rate of 
fixed assets should be worked out to an extent that the enterprises of different 
types (we do not refer to the specific enterprises of various types but rather to 
the majority of the enterprises of various types are in a position to pay the taxes 
levied on them, and they should promote the enterprises to economize on funds. This 
is a complicated matter which demands consideration to the factors of all sides and 
quarters and it cannot be solved in a simplified way by the formulation of produc- 
tion prices alone. The excessively high tax rates on fund which are unified in a 
simplified way and are divorced from China's actual c nditions will make the enter- 
prises unable to afford to pay and unduly low rates cannot promote the economy of 
funds. The positive and negative experiences of our country in the past few years 
have indicated that the excessively high plan targets have in fact never been ful- 
filled and they played a negative role rather than a positive one. Only the tar- 
gets with some margin which can be overfulfilled through exerting certain efforts 
can promote enterprises to the fullest extent. Accordingly in drawing up the tax 
rates of fund, we should observe this principle. We must not confine ourselves 

to just trying our best to make the enterprises afford to pay the "taxes of fund" 

in a passive manner. We must oppose thepractice of having a single solution for 
diverse problems and advocate working out different tax rates on fund in the light 
of individual cases. 
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The comrades who stand for fixing prices according to the profit rate still hold 
that pricing in this way can avoid the compound calculation of profit and is condu- 
cive to the development of specialization and cooperation. We regard the compound 
calculation of profit as mainly the result of the compound calculation of cost and 
also the result of the failure to calculate profits in accordance with net value. 

In the instance where the costs are calculated in a compound way, the more the 
levels the cooperation is carried out on, the more frequent the compound calculation 
of profit and the higher the corresponding prices of the end-link products. Even 

if prices are fixed according to production prices, this can only solve the question 
that the end-link amount of profit defined in accordance with the profit rate will 
not be as large as that calculated in terms of the cost rate of profit, but cannot 
solve the question of compound calculation of profit in costs. 


In short, fixing prices according to the overall profit rate is, comparatively 
speaking, relatively rational. It is only close to value but not equal to value. 
Moreover, this pricing bears unavoidably some subjective factors. For this reason, 
it is necessary to adopt multifarious forms of pricing. The enactment of fixed 
planned prices should be confined to the important aspects which concern much the 
national economy and the people's livelihood. The prices for most of commodities 
are allowed to take shape through the fluctuation of supply and demand within a 
fixed limit or under the guidance of state planning, and it is necessary to let a 
market test decide whether the prices are in conformity with value. At the same 
time, it is still necessary to use such economic levers as taxation and interest 
to readjust the profits of different departments so as to take concerted efforts 
in formulating prices and help the various departments to gain roughly equal eco- 
nomic footing. 
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[Article by Wang Renzhi [3769 1804 0037] and Gui Shiyong [2710 0013 6978] of the 
Policy Research Department, of the State Planning Commission: "An Inquiry Into 
Bringing About a Benignant Cycle in the National Economy"™] 


[Text] This year, great achievements have been made by the whole nation in further 
implementing the guidelines on readjustment. Despite the grave natural disasters 
in many regions, agricultural production still yielded comparatively good crops. 
The production of grains and industrial crops such as cotton, oil crops and so on, 
increased throughout the country. Diversified operations are further developing. 
The whole countryside is full of life. This is a very encouraging scene indeed. 
New advancements have been made in the readjustment of industry. The production 
in the light and textile industries and that of the other daily consumer's goods 
has kept on increasing with comparatively high speed. In the field of heavy in- 
dustry, new achievements have been made in the alteration of product composition 
and in the readjustment of service orientation. The various expenditures have 
basically been brought under control, and the total income and expenditure of the 
State over the year has basically been made to balance. The supply of commodities 
in the market has been increasing, and the prices have been basically stabilized. 
The general trend in the development of the national economy is avery good one. 
This development is becoming steady and healthy. 


After a year’s hard work, the grave latent dangers in the economy as pointed out 

by the party Central Committee at the end of last year and the beginning of this 
year have been alleviated. However, we should keep a clear head and realize that 
the dangers have not been totally eliminated, nor have the financial difficulties 
been fundamentally oveicome. The basic financial balance this year has been achieved 
under the condition that revenues decreased and expenditures were cut by large 
amounts, and thereby is not solid. There is still a substantial gap between market 
demand and supply. Stabilizing the market prices is still a formidable task. In 
the coming few years, it is improbable that there will be any substantial increase 
in the production of exhaustible energy resources. In such circumstances, it is 
quite a big problem to ensure that the industry and the whole economy will develop 
with a set speed. Now we are all seeking the approach of striving for a funda- 
mental improvement in finances and the economy as well as the bringing about of a 
benignant cycle in the national economy. In this regard, many suggestions have 
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been made and measures taken. In our opinion, we should continue implementing 

the guidelines on readjustment, restructuring, reorganization and upgrading, and 
persist in taking the new road of economic development by mainly tapping intension 
and by setting the enhancing of the economic effects and benefits as a goal. 


Below, we would like to present some of our views for further discussion regarding 
the handling of several important problems in the present economy for the purpose 
of leading the economy gradually toward a benignant cycle. 


It Is Inappropriate To Depend Mainly on Increasing Capital Construction Investment 
To Overcome Financial and Economic Difficuities 


The cutting back of capital construction investment is an important step in bring- 
ing about a basic balance in government revenue and expenditure as well as economic 
Stability. However, according to some comrades, the reduction of capital construc- 
tion investment has been a cause of decreased production by heavy industry as well 
as a reduction in government revenue, and therefore it is by no means a necessary 
measure for bringing about sound public finance. A correct understanding in this 
matter is related to future policy~making. 


It is our belief that the cause of the reduction in production by heavy industry 
is many-sided. It calls for concrete analysis, and it is inappropriate to put the 
blame generally on the reduction of capital construction investment. There was 

no reduction of the scale of capital construction investiment in 1979 and 1980. On 
the contrary, there was an increase of 6 billion yuan. Despite this, the growth 
rate of heavy industry clearly decreased. In 1978, the rate was 15.6 percent. In 
1979, it decreased to 7.7 percent. In 1980, it further decreased to 1.4 percent. 
What then were the factors responsible for the slowing down in the growth rate of 
the heavy industry and finally the decrease of its production? ¢irst, in heavy 
industrial production there was an oversupply in production by part of the manu- 
facturing industry. In the case of steel products and electrical machinery, the 
inventories had been increasing year by year, resulting in large quantities being 
accumulated. With the emphasis being put on production according to needs, the 
cut back in production was only normal. Secondly, in heavy industrial production, 
the decrease in energy production had nothing to do with the amount of investment in 
these 2 years, but was caused by many other factors. After the decrease in the 
production of energy, in order to ensure the development of light industry, the 
supply of energy for the heavy industry was cut down. Consequently, the demands 
by machinery and equipment in consuming oil produced by heavy industry also de- 
creased. This limited the production of heavy industry. Thirdly, with the exten- 
sion of the various forms of production responsibility system, there has been a 
change in the demand for agricultural means of production in the countryside and 

a decrease in production in the agricultural machinery industry. Fourthly, al- 
though it is true that reduction of capital construction investment exerted an 
unfavorable effect on the demand for heavy industrial products, the change in the 
composition of investment had greater effects. Since 1979, the capital construc- 
tions financed by imported capital averaged several billion yuan each year. These 
funds were used mainly to purchase foreign equipment and materials and, basically 
speaking, did not create demand for products of the domestic heavy industry. Mean- 
while, investments in nonproductive construction increased from 8.3 billion yuan 
in 1978 to 18.2 billion yuan in 1980 with their respective percentage in total 











investment increasing from 17.4 percent to 33.7 percent. The percentage in the 
first 9 months of this year was further increased to 40 percent and the increase 
nonproductive investment hardly required any machinery or equipment. The above 
analysis shows that generally speaking, in the early part of the readjustment 
period the slower growth or even decline in the development of heavy industry should 
be considered normal and inevitable. Without the slowing down or even the decline 
in the growth of production of heavy industry in the past 2 years, there would not 
have been the large increase in production by the light industry. Of course, it 
should also be realized that, as a result of incomplete understanding of the read- 
justment guidelines and poor work, certain heavy industrial production which should 
not have declined did decline, and some which were expected to decrease declined 
too much. This is irrational. 


Measures should be taken to reverse the downward trend in heavy industrial produc- 
tion. However, the fundamental approach should not be by way of enlarging the 
scale of capital construction, but readjusting the orientation of the services of 
heavy industry, offering its services to agriculture, light industry, the market, 
and the transformation of technology. When we emphasize the development of the pro- 
duction of commodities for consumption, we do not mean in any way that heavy in- 
dustry should be neglected for, after all, the aim of heavy industrial production 
is to develop the production of commodities for consumption. And it is in this very 
process of furnishing services that the heavy industry will achieve its healthy 
development. We should not save the heavy industry for the sake of saving it. 
Rather, we should put it back on the right track to boost its production as soon 

as possible. We should see to it that the following resolution of ours will not 
waver just because heavy industrial production falls: Our target is the develop- 
ment of the production of commodities for consumption. The readjustment of the or- 
ientation of heavy industrial service and its product composition should be geared 
to the development of commodities for consumption. 


In the following few years, it will be necessary to allocate additional funds in an 
appropriate manner within the abilities of our financial and material resources. 
This, however, plays only a limited role in quickening the growth of the speed of 
development of heavy industry and the increase in government revenue. If the addi- 
tional investment amounts to 2 billion yuan per year, about 60 percent of this 

sum should be devoted to the purchasing of equipment and materials. The additional 
demand for heavy industrial products resulting from this is estimated to be only 

} billion yuan each year, taking into consideration the duplicated calculations of 
output value by the various departments. This sum is quite negligible in compari- 
son with the total output value of heavy industry which amounts to 265 billion yuan, 
and will not enhance the speed of the development of heavy industry in any substan- 
tial way. In the past 24 years, on average, it took the expenditure of 2.4 yuan 

to achieve an increase of 1 yuan in national income. So calculated, an increase 

of 2 billion yuan in investment would increase national income by approximately 

800 million yuan. Taking government revenue as 30 percent of national income, go- 
vernment revenue would be inc-eased by 240 million yuan. To recapitulate, this 
means that a capital construction investment of 2 billion yuan only brings 240 mil- 
lion yuan of government revenue. Consequently, it will be difficult to realize the 
expected results in overcoming the current financial difficulties by increasing 
capital construction investments. 
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In the coming few years, given the domestic conditions of our country, will there 

be a possibility of increasing capital construction investments by large amounts? 

In the first place, at present the enterprises and the localities have comparatively 
plentiful funds. A certain amount of capital construction funds can be raised by 
pooling the funds of the enterprises and localities. However, the majority of the 
funds of the enterprises and localities should be used for the renewal of equipment 
and the transformation of technology. No undue amounts of these funds should be 
used for capital construction. Im the second place, it is improbable that there 
will be a substantial increase in government revenue in the coming few years. On 
the other hand, certain expenditures are bound to increase. The balance of govern- 
ment revenue and expenditure will still be a stringent one. Under such circumstances, 
great prudence must be taken in increasing the capital construction investment from 
the government's budget. In the third place, the people's cash savings are compara- 
tively ample. The banks should be able to channel these ‘unds to their savings de- 
posits and turn part of the consumption funds into accumulation funds, and thereby 
increase some construction funds. However, in consideration of the fact that there 
is a need to improve the people's livelihood and the fact that part of the people's 
income has aiready been absorbed by other measures already in force, a prudent and 
proper estimate should be made of the size of potential savings by the people. 
Precautions must be made against overestimation. 


The above indicates that it is difficult to raise large amounts of capital construc- 
tion funds domestically. Thus, is it proper to raise funds for capital construction 
through deficit financing and the printing of more banknotes? The state budget 
proposal for 1981 passed by the third session of the Fifth NPC last September had 

a deficit of 5 billion yuan. Subsequently, after a comprehensive analysis of the 
economic conditions that prevailed, the State Council came to the conclusion that 
since comparatively large deficits had already occurred in the previous two financial 
years, it was harmful to economic stability to continue such large financial de- 
fitict. Under such circumstances, a decision was made to cut back the capital 
construction investment and other expenditures in large quantities in order to 
strive for a basic balance of government finances. As indicated by practice, the 
decision of the State Council was perfectly c»rrect and was in conformity with the 
condition of our country. Ours is a socialist country. In principle, we should 

not allow deficit financing, which is bound to give rise to inflation to the detri- 
ment of the interests of the people. The problem we are facing at present is the 
excess of total demand over total supply, a situation which is fundamentally dif- 
ferent from insufficient effective demand and the surplus of production in capital- 
ist countries. Over the years in the past, budgetary deficits were used in the 
capitalist countries as a means to stimulate economic development. Some success 
was achieved in alleviating the contradiction between production and demand, but 
this also gave rise to inflation and unfavorable effects on production as well as 
other problems. In our country, the outcome of deficit financing and the printing 
of more banknotes for the purpose of undertaking capital construction can only be 
economic chaos and unfavorable effects on social stability. Currently, some of 
heavy industry, the machine-building industry in particular, lacks production tasks, 
and unused capacity does exist. In this case, it is permissible to regulate the 
structure of demand by expanding saving deposits of banks in an effort to control 
consumption to a certain extent and to expand construction. However, this must 

be executed with the assumption that it does not add anything to the total social 
demand. This is to say, there should not be deficit financing and the printing 
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of more banknotes, because doing +o would inevitably result in some of the funds 
being used for consumption by the people through various charnels. Again, this 
would aggravate the contradiction between social demand and supply as well as 
exert unfavorable effects on the price stability of the market. 


It is our belief that if large scale deficit financing is practiced every year and 
new currency is issued in large quantities every year, resulting in a considerable 
rise in prices not being matched by corresponding increases in wages for the staff 
and workers, the consequence will be discontent on the part of the broad masses of 
the people. This may again force another curtailmant of capital construction in- 
vestment and this will cause enormous losses. For this reason, in the coming few 
years the safer way is to keep state investment to a minimum. It is even desirable 
to forgo plans of any increase in such investments at first and leave such plans to 
be considered during the financial year according to the prevailing financial con- 
ditions. We should persist in the principle of basic balance of government revenue 
and expenditure. The realization and maintenance of the balance of government fi- 
nancing is perfectly feasible as long as we take more measures for increasing 
revenue, place strict control over capital construction investment and the in- 
crease of expenditure on other items, adequately control consumption, and reasonably 
readjust the distribution policy. 


To remedy the domestic insufficiency of funds, we must continue to make good use 
of funds from abroad. However, the amount of foreign capital available for our use 
does not depend upon our subjective will, but is subject to certain conditions and 
restrictions. Firstly, consideration must be given to the amount of investment to 
be devoted to the complete sets of equipments. It is precisely due to the insuf- 
ficiency of funds that foreign capital must be resorted to. It would be a mistake 
not to recognize this. In the meantime, the insufficiency of funds limits the ex- 
tensive use of foreign capital. It would also be a mistake not to recognize this. 
Secondly, consideration must be given to the economic effect of production construc- 
tion. At present, the construction cycle of many projects proves to be long and, 
after they are completed and put into operation, the rate of profit in relation to 
the funds invested turns out to be low. Under such circumstances, with the excep- 
tion of a very small number of profects which are characterized by quick turnovers 
and large profits, generally speaking the free foreign exchange only available 

with a very high interest rate ic beyond the reach of most projects. Even.in the 
case of foreign loans with medium interest rates, the repayment of the principal 
and interest for such loans prove to be too burdensome for most projects. Thirdly, 
considerations must be given to the ability to pay in foreign exchange. At present 
our ability to pay in foreign exchange is quite limited. In the coming few years, 
it will be difficult to substantially improve this ability. In considerations 

of this, in making use of foreign capital we should do our best to take advantage 
of preferential loans between governments and the long term and low interest 
preferential loans offered by international financial institutions. Best efforts 
must be made to link such loans and the projects under construction as well as the 
existing enterprises. More use should be made of joint ventures, cooperative 
production, compensation trade, and so on. In the utilization of foreign capital, 
it is inappropriate to take big projects as the chief projects. Emphasis should 

be given to medium and small sized projects. The strategic technology and equip- 
ment should be imported. The management skills should be imported. In this way, 
quicker results will be yielded, and the risks will be smaller. 
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In the coming few years, despite the fact that there is no prospect for large in- 
creases in the amount of capital construction investments, the potential for en- 
hancement of investment yields will be great. At present many projects are long in 
construction cycle, dear in construction cost, and poor in investment results. As 
indicated by statistics, from 1950 to 1979 the total cumlative capital construction 
investment amounted to more than 650 billion yuan and new capital assets amounted 
to 450 billion yuan. For assets being put into production, a utilization rate 

of 70 percent was registered. If the rate of 84 percent as maintained during the 
first 5-year plan was kept up, an additional 90-odd billiou yuan of capital assets 
would have been created, or the 450-odd billion yuan of capital assets would have 
been created with 100-odd billion yuan of investments less. The above tells us 
that if effective results were achieved in shortening the cycle and reducing the 
construction costs, the same amount of investment would have yielded more achieve- 
ments, which actually means more investment. 


The road we took in the past was: the growth of the industry was maintained by 
large-scale capital construction with high consumption and low efficiency. As a 
result, people's consumption diminished, the burden of agriculture was aggravated, 
the renewal of equipment and transformation of technology of the old enterprises 
were retarded and the grave disproportionality of the national economy came into 
being. Such being the case, read‘ustment became indispensable from 1979 onwards, 
and in 1981 readjustment was further stressed. It was pointed out in the working 
conference of the party Central Committee in last December that the old road of 
high accumulation and large-scale construction must be discarded and we must find 

a new road with less speed but with better economic results, bring larger increases 
in social wealth and material benefit to the people. We must persist in taking this 
road, and not proceed from the road of finding a way out by increasing capital con- 
struction investment by large amounts. Otherwise, the result will be detrimental 
to the readjustment and stability of the current economy, and no help in channel- 
ing the economy into a benignant cycle in the future will be rendered. 


The Correct Understanding and Solution of the Energy Problem 


Finding a good solution to the energy problem is an important link in overcoming 
the current economic difficulties as well as in leading gradually the economy 

into a benignant cycle. As indicated by the party Central Committee, the guiding 
line for us should be putting the same emphasis on both development and the economy. 
In the near future, the economy should be given precedence. This is undoubtedly 
correct. In view of the actual economic condition at present, to ensure the pro- 
portionate development of the national economy and the continued improvement in 
economic efficiency, the development of energy resources must be put in an appro- 
priate positions. Major efforts should be devoted to the economizing of energy. 

The reasons are as follows: 


First, the funds involved in the exploitation of energy resources already account 
for a high percentage of total investment. 


Generally speaking, we have been paying great attention to construction in de- 
veloping energy regources. During the third, fourth, as well as the fifth 5-year 
plan, the absolute amount of investments in energy development increased by large 


34 








degrees and they accounted for increasingly large percentages of total investment. 
In the first 5-year plan, investments in energy in our country accounted for only 

13 percent of total investment. The percentage increased to 16.9 percent in the 
second 5-year plan, 16.8 percent in the third 5-year plan, and 18.4 percent in the 
fourth 5-year plan. In the fifth 5-year plan, the percentage rose to 21.7 percer:, 
a figure which far exceeded past levels. It also represents a large investment tnan 
those made by certain :ountries with complete industrial complexes, which are known 
as large energy exporting countries. 


The percentage of energy investments inour country is quite high, but there is a 
shortage in the supply of energy. This is quite abnormal. This is not only an 
indication of the poor efficiency of the investment in the energy industries, but 
also a reflection of the alarming wastes in energy consumption in our country. The 
excessively high percentage of investments in energy industries is an important 
reason why the investment in other departments decline. For example, the percentage 
of investment accounted for by transportation, postal services and telecommmnica- 
tions dropped from 16.4 percent of the first 5-year plan to 13.5 percent of the 
fifth 5-year plan. That in the construction industry dropped from 3.9 percent to 
1.8 percent. The percentage in scientific research, education, public health 
dropped from 8.1 percent to 5.7 percent, and that in geological surveys dropped 
from 2.6 percent to 1.4 percent. In the coming few years, with the situation that 

a substantial increase of total investments is unlikely, a repetition of large in- 
vestment in energy resources will lead to a decrease in investments in other de- 
partments. In conseqwnce, no reinforcement will be possible for transportation, 
construction, scientific research, education, public health and geological surveys, 
all of which need strengthening. This will not only aggravate the old disequilibriun, 
but also will give rise to new disequilibrium. 


For a period in the past, we emphasized certain priorities fn an excessive way, 
channeling enormous investments into the iron and steel inc:«:try, believing that 
with the advance of the steel industry otherdepartments wou.d follow suit. What 
followed was only grave disproportions in the economy and the enforced decline of 
the steel industry. We should learn this lesson well. The development of energy 
resources should be a priority for our investments, and in fact it is one of our 
priorities. At present what we should pay attention to is that while emphasizing 
the development of energy resources, we should not neglect the linking of various 
production and construction conditions as well as the coordination of the various 
departments. We are already facing the following situation: We wish to develop 
more energy resources but there is a lack of reserve resources in relation to 
petroleum; in the case of many large-scale hydroelectric and coal-mining projects, 
construction is not undertaken because of the lack of adequate knowledge of geo- 
logical conditions and this makes construction infeasible; and in some places 
there is no transportation to haul out the coal produced. All these are related 
to the past overemphasis of energy development as well as to the neglect of the 
coordination of other conditions. Such a situation should not be allowed to con- 
tinue unchecked. 


Secondly, in view of the current financial and economic difficulties to be overcome, 


the add‘tional investments in the coming few years will nc. be mainly used for de- 
veloping energy resources. 
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In consideration of the preparation for development in the future, it would be 
best to develop more energy resources. But, from the view of providing a solution 
for the current financial and economic difficulties, projects that yield quick 
results and big profits are preferred. If ample and large amount of funds are 
available, and both of the needs can be satisfied, naturally things are in the 
most ideal state. As mentioned above, the problem is that in the coming few years 
it will be impossible and inappropriate to increase the capital construction by a 
large degree. In this case, we are facing a difficult choice. Shall we emphasize 
the former or the latter? 


The development of energy resources require large amounts of investment and a long 
construction cycle. Within a certain time, there will be only input with little or 
no output at all. Large amounts of financial and material resources will be tied up, 
unable to provide revenue for the state within a comparatively short time. If the 
emphasis is put on the development of energy resources and the additional con- 
struction funds are allotted mainly to the construction of energy industries, for 

a period after this, the accumulation efficiency will decline by large degrees. 
Consequently, the financial difficulties are bound to be aggravated. In the end, 
the outcome would be a difficulty in getting funds for energy construction. 
Furthermore, without improving the investment results of the energy industries and 
enhancing the utilization rate of energy resources, the growth rate of energy supply 
for a time to come will not increase much. Nor will faster development of industry 
be ensured, even if a large input of financial and material resources is devoted to 
the development of energy resources. The government revenue derived from this can 
net offset the investment in developing energy and that devoted to the construction 
of additional transportation facilities. 


We believe that the urgent tasks at present include the following: boosting pro- 
fitability, increasing production avenues, and actively building up revenue sources. 
The additional funds should be first allotted to projects which require less invest- 
ment, yield quicker results, and net more profit. Priority should be given to 
light industry in the allotment of funds so that it may grow faster. In the other 
industries, there are also projects which require little funds but yield quick 
results. This is especially true in the case of technological transformation. 
Comparatively full arrangements should be made for all these. Obviously, doing 

so will be advantageous to the balancing of market demands and supply, the enhance- 
ment of economic effects and benefits, and the increase of government revenue. 

With the increase in revenue, the state will have richer revenue sources, and in 
the future there will be better opportunities to increase investment in developing 
energy resources. 


Thirdly, the maintenance of continuing economic growth mainly by means of economi- 
zing on energy consumption in the coming 5 to 10 years is a perfectly feasible 
possibility. 


As indicated by the above analysis, in consideration of the national economic sit- 
uation as a whole as well as the current financial conditions, it is undesirable 

to greatly increase investment in developing energy resources. Nothing much will 

be achieved if we reluctantly make large investments without considering the results. 
Then, where can we find a way out for the energy problem and for guaranteeing con- 
tinued economic growth? The only correct way is to put our major efforts on 

the economizing of energy. 
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Whereas energy production in our country ranks fourth in the world, the level of 
production of our country is much lower thin that of many other countries. Energy 
consumption per unit of total value of national output in out country is not only 
much higher than that in the United States, Japan and other developed countries, 
but is also 200 percent higher than the average consumption in developing countries. 
In terms of the historical records of our country, the national income resulting 
from the production of every 10,000 tons of standardized coal in the period of the 
first 5-year plan was 11.67 million yuan, that in the period of the third 5-year 
plan was 7.07 million yuan, and 5.76 and 5.29 million yuan for the fourth and 
fourth 5-year plan respectively. The national income resulting from the production 
of every 10,000 tons of standardized coal in the period of the fifth 5-year plan 
has declined more than one half in comparison with that in the period of -he first 
S-year plan, and about 25 percent in comparison with the period of the third 5-year 
plan. Undoubtedly, owing to the variation in the structure of industries, the 
regional distribution of industries, and other complicated factors, it will be 
difficult to regain the level in the period of the first 5-year plan. However, it 
is not too much to require that the level of the third 5-year plan be attained. If 
the utilization rate of the energy resources can be raised to that of the period of 
the third 5-year plan, national income in the coming few years will increase by 
about 25 percent even without an increase in energy production. The above figures 
indicate that for a considerably long period of time the energy problem of our 
country has been a problem of excessive consumption rather than a serious shortage 
of energy resources. The shortage of energy in our country is essentially due to 
the waste of energy. To regard our shortage of energy as the consequence of in- 
sufficient development and supply of energy is to take the appearance as the es- 
sence. We devoted enormous financial resources to the development of energy even 
without regard to objective laws and practiced excessive mining in order to keep 
pace with the high consumption of the industry. This is an important reason why the 
economy experienced circulation difficulties. If this continues, not only will 
the energy problem remain fundamentally unsolved, but the malignant cycle of the 
economy will be inevitably aggravated. Regardless of human knowledge or wishes, 
sooner or later this course will end in a dead end. 


In the past two years, some achievements have been made in the economizing of energy. 
However, it should be pointed out that the economy achieved has been the result of 
the readjustment of the industrial structure. No great progress has been made 

in economizing energy through the improvement of operations and management or 
through reorganizing the enterprises and improving technology. In the first half 

of this year, 14 million tons of standardized coal have been saved. Of these, 

13 million tons were saved as the result of the readjustment of industrial structure, 
and only 1 million tons were saved by a reduction in consumption. Many enterprises 
still fall far behind their historical best achievements in energy economizing. 

The unit energy consumption of many products has again climbed instead of declining. 
Some people believe that economizing will be more tha more difficult from now on. 

In the case of economizing energy through the readjustment of industrial structure, 
the economizing is limited and the extent of economizing will become smaller and 
smaller. However, in the case of achieving this by improving management and 
technology, there is much to be done and things are in the ascendant. For example, 
in 1980, 6 million tons of steel were produced by small and medium-sized steel 
plants. Their total energy consumption was 180 percent higher than that of the 
priority steel plants. If the production of the small and medium-sized steel plants 
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was reduced by 2 million tons, 10 million tons of standardized coal would have been 
saved. Let us take another example. The capacity of medium and low voltage gen- 
erating plants totals 13 million kilowatts. If these are replaced by high voltage 
generating sets, 13 million tons of standardized coal will be saved. In regard in 
such economies, strict requirements must be set and corresponding arrangements 

must be made. If we can really put the emphasis on economizing on energy and take 
Strong measures, then it is perfectly possible for us to achieve a faster industrial 
development rate than we expect. 


How long can we maintain stable industrial growth by relying mainly on energy eco- 
nomizing? The Japanese experience gives us a very good answer. The utilization 
rate of Japan's energy resources was comparatively high. According to statistics 
released by the United Nations, in the five year period from 1974 to 1978, in the 
wake of the world oil shortage in 1973, whereas the GNP of Japan increased, on ave- 
rage, 6.9 percent every year, the total energy consumption basically remained the 
same with the annual increase averaging only 0.3 percent. Our present utilization 
rate of energy is much lower than that of Japan at that time. This means that we 
have great potential for energy economization. With good preparations, it should 
be said that over a considerable period of time, it is possible to ensure energy 
needs for economic development by relying basically on economization of energy is 
possible. 


For the present, in order to economize on energy we must first do a good job in 

the rational distribution and management of energy and the strict practice of the 
supply of energy by quotas. The enterprises that had high consumption, poor qual- 
ity, and incurred losses for a long time in the past, must be either closed or 
suspended. In the long run, the most important thing is technological improvement. 
It takes less investment to save energy by undertaking technological transformation 
than that required for excavating energy resources. As indicated by the discussion 
and demonstration of the research department concerned, in the case of coal mining 
in Shanxi Province, the production of 1 ton of standardized coal in effective terms 
after deducting consumption in the producing mines and in transportation as well 

as various losses, requires an investment of 350 yuan, according to an estimate by 
the department concerned, saving 1 ton of standardized coal through technological 
transformation requires only 300 yuan. 


What is more important is that saving energy through technological transformation 
brings also the following advantages. The first advantage is quick results. The 
construction of a large-sized mine very often takes 6 or 7 years, sometimes even 
more time. Many measures for saving energy can secure results in 1 or 2 years. 

The second advantage is the reduction of industrial production costs. For this 
reason, the economizing of energy is conducive to increasing government revenue 
through speeding up the growth of industrial development as well as through re- 
ducing the industrial production costs. The third advantage is that transformation 
measures for economizing energy very often are accompanied by diverse economic 
gains. Some measures enhance both production and quality; some reduce water con- 
sumption; and all measures which economize on energy reduce pollution of the en- 
vironment. The fourth advantage is the improvement of the technological standard 
of the industry as a whole. Bringing technological transformation centering on 
energy economization forcefully into effect will impose a series of requirements 

on the machine-building industry and the raw material industry. This will stimulate 
the enhancement of technological standards, the improvement of technological 
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equipment, and the renewal and redesigning of the products. With all of these, the 
appearance of the industry vf our country will greatly change. 


Generally speaking, undertaking technological transformation for the purposes of 
econonizing on energy yields much better economic results than excavation. Under 
the present circumstances of a shortage of unds and supplies, when the two situa- 
tions are in apposition likewise we should allocate the funds and supplies firstly 
to technological transformation in order to economize on energy. Only this choice 
can cope with the requirements for the realization of a benignant cycle in the na- 
tional economy and stimulate lasting and steady growth of the economy. 


The Key Lies in Enhancing Economic Effects 


Now we are facing two basic tasks: (1) To strive for a fundamental improvement in 
government finances and the economic situation; (2) to make necessary preparations 
for subsequent development. As the above analysis indicates, if we continue to 
adopt the policy of increasing investments in large quantities, this will hinder 
the achievement of the first task. It will also not be of much help in brirging 
about the second one. In consideration of the actual economic conditions, the only 
way to unifying the two above mentioned tasks and put them into effect with best 
possible effects is to enhance the economic effects. The very crux of the current 
financial and economic problems lies in the extremely poor economic results. As a 
result of the irrational structures of industry, enterprise organization and tech- 
nology as well as the malpractices in management, industry of our country has the 
features of high consumption, low efficiency, and alarming wastes. Such a backward 
industry has been propped up in the past by large inputs of materials and by keeping 
an excessively high rate of accumulation. It has exceeded the supplying capacity 

of agriculture and that of the energy industry as well as the abilities of our na- 
tional strength. With the adjustment of the purchasing prices of agricultural 
products and the increase in wages and bonuses of the workers and staff members, 
strains have appeared in our government finances. With the correction of the ex- 
cessive production of petroleum and reduced production of coal, the growth of in- 
dustrial production has declined. This situation, in essence, reveals the backward 
State of the poor economic results of the industrial economy of our country. The 
transition from passiveness to activeness which we desire in our economy and from 
malignant cycle to benignant cycle depends, in the final analysis, upon the efforts 
we devote to improving the economic effects and the good results we achieve. 





The party Central Committee and the State Council have already pointed out the 
basic approach and policy for bringing about a marked improvement in economic effi- 
ciency. The major steps are: a further readjustment of the structure of industry 
and that of the enterprise organizations, serious efforts being made and good per- 
fromance being achieved in reorganizing the enterprises, carrying out reforms that 
are advantageous to readjustment, and implementation, in a planned way, of techno- 
logical transformations with economy of energy as the center. The problems we 

are facing inlcudes the following: che concretizatdon of these guidelines and 
principles will not have a solid basis, nor will they be turned into conscientious 
actions by the broad masses of the people. Of course, this is a meticulous and 
formidable task, and we are bound to encounter difficulties of all kinds. The 
road to enhancing economic effictency is a new one. We lack experience; we must 
investigate new situations, find solutions for new problems, break through and 
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revise many out-of-date regulations as well as old practices. We must readjust the 
economic interests of the various sectors. In this, we will come across resistance 
of all kinds. However, only by pressing forward in the face of difficulties can 

we gradually lead the national economy on to the new track of healthy development 
in the course of overcoming difficulties of all kinds. We can also greatly improve 
the ability of the staff and workers in organizing large-scale social production 
and undertaking modern construction. 


In the practice of implementing the guidelines of readjustment, restructuring, 
reorganization and upgrading in a specific way, we are facing many very difficult 
tasks that we must fulfill. For example: 


1) In order to convert enlarged reproduction mainly by extension into intention it 
is necessary to put the renewal of equipment and the transformation of technology 
in a strategic position and also to readjust the directon of allocating the cor- 
responding funds and supplies for construction. As a large number of the large and 
medium-sized capital construction projects under construction are those which are 
to be retained, such as energy and communication projects, it is difficult, for the 
time being, to readjust, to a large extent, the direction of allocating the funds 
and supplies. This is one difficulty. In condideration of this situation, we must 
still make a strict inspection of the projects under construction and resolutely 
stop those which do not conform with the construction requirements or which will 
not be able to go into production after completion of the construction. Thus we 
can set aside as much funds as possible to be allocated for equipment renewal and 
technological transformation. 


Since our financial and material resources are limited and we lack experience in 
carrying out technological transformation of the old enterprises, there mst be 
priorities and plans for technological transformation. These must be implemented 
industry by industry and by various steps. First of all, good use must be made of the 
funds already allocated for this purpose to give them fuller play. We must have a 
firm grasp of a group of projects with good earnings and projects which are given 
priority as well as a firm grasp of a number of strategic links, and then solidly 
fulfill the implementation one by one. We must do our best to make each trial 
success and ensure practical results. Precautions must be taken against the ten- 
dency to do everything at the same time and cutting with one knife. [Doing things 
in an egalitarian way. | 


2) The most realistic and effective way to achieve a notable improvement in eco- 
nomic efficiency, is to resolutely apply the policy of closing, suspending, merging, 
end shifting to those enterprises with the features of high consumption, poor 
quality, aad heavy losses. It is also necessary to undertake strict and careful 
reorganization of those enterprises that are to be retained. It was precisely 

due to the implementation of these two measures that the reorganization undertaken 
at the early 1960's was successful in bringing about rapid improvement in economic 
efficiency of production construction. Take the year 1965 as against 1961. The 
number of industrial enterprises in the country as a whole decreased from 217,000 
to 158,000, the energy output decreased from 210 million tons to 180 million tons, 
but total value of industrial output increased 37 percent, with an annual increase 
of 8.1 percent. In this period, total profits and taxes of the enterprises under 
the ownership of the whole people increased 212 percent with an annual increase 
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of 20 percent. The taxes and profits achieved per hundred yuan of funds invested 
as well as the profits realized per hundred yuan of value of output were nearly 
doubled. With different objective conditions, the present readjustment is different 
from the one just mentioned. It is inappropriate this time to dismiss a large nun- 
ber of staff and workers, and the staff and workers of the closed and suspended 
enterprises are still to be paid their basic wages. Im this respect, the current 
reorganization of enterprises is less conducive to the reduction of consumption 
funds and to the overcoming of financial difficulties compared with the readjust- 
ment undertaken in the early part of the 1960's. However, the application of the 
policy of closing and suspension to the enterprises with high consumption, low 
quality and poor marketability for their products can reduce the consumption of 
energy and materials and enable the advanced plants to operate at fully capacity. 
As a consequence, the efficiency and benefits of production in the industry as a 
while will be notably enhanced. Moreover, in the long run, this is indispensable 
to the realization of a rational organizational struc. wre of the enterprises. 


The problem at present is that both the implementation of the policy of closing, 
suspending, merging, and shifting and the reorganization of the enterprises are 
facing the difficult problem of how to make arrangements for the surplus personnel. 
This problem is of immediate concern to the staff and workers. As a poor solution 
of the problem may have unfavorable effects on social stability, great prudence 
must be exercised in this regard. However, if no appropriate measures are taken 

to seek a solution for this difficult problem, leaving the enterprises with high 
consumption and heavy losses to keep on fighting a battle of attrition [consuming 
input without producing the due output], and leaving the enterprises over-staffed 
in a lax and undisciplined state, then it will be difficult to improve the labor 
productivity and the economic efficiency of the industry. In consequence, it will 
be difficult to make the overall financial and economic situation change for the 
better. For this reason, we believe that, during the period of readjustment, we 
must steadily and resolutely close those enterprises that should be closed. In the 
meantime, in the enterprises that are retained, production must be organized strict- 
ly in conformity with the allotted manpower and production quotas, and the surplus 
manpower must be set aside. How should the staff and workers of the closed and 
suspended enterprises and the surplus manpower of the enterprises be dealt with? 
(a) The cadres, staff, and workers who are qualified to retire must retire in order 
to vacate positions necessary for employing other staff and workers. (b) With the 
exception of mines and farms, all enterprises under the system of ownership by the 
whole people and social institutions will stop recruiting new workers from the so- 
ciety and make adjustments internally. (c) More emphasis will be put on commercial 
and service industries. (d) Training by rotation will be enforced in a planned 
way. (e) Numerous accesses to employment will be opened up and the labor system 
will be reformed in order to change in a fundamental way the passive situation in 
regard to employment. 


The employment system which we adopt in cities and towns at present is one which 
guarantees employment for life in the same job. Such a system neither encourages 
workers to seek jobs by themselves which would enhance the development of the col- 
lective and individual economy, nor stimulates the workers to work hard and inces- 
santly improve their own standard of professional skill. From now on, steady and 
resolute steps must be taken to reform such a system. The core of the reform is 
the abolition of the employment guarantee system and the implementation of the 
policy of selective requirements of better workers. In the short run, such a 
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practice may increase some social problems, but with careful work no serious prob- 
lems will arise. Im the long run, this is favorable to the opening up of diverse 
channels for employment as well as to improving the quality of workers in a funda- 
mental way and correcting their work attitude. This great' =nhances their labor 
productivity and the economic efficiency, which will create more and more material 
conditions for bringing better solutions to social problems. 


3) Give full play to the enthusiasm of the vast number of staff and workers. This 
is the key to tapping the potential of the present material base as well as enhancing 
economic efficiency. Now quite a considerable number of the cadres are in low 
spirits and are in need of enthusiasm, and the enthusiasm of many technicians and 
workers should be given much better play. If such a situation is allowed to remain 
unchanged, any plan, policy, and measure regardless of its excellence will end up 
in failure. In order to find a solution for this problem, measures must be taken 
to cover various aspects. The two major links to be well gras, ,ed are as follows: 


The first thing to do is to resolutely wipe out the malpractice of eating out of 
the big pot, fostering egalitarianism, and to put seriously into practice the 
principle of distribution according to work and the principle of material benefits. 
In addition to reorganizing the present bonus systems to make them a true guide of 
the principle of more pay for more work, penalty systems must also be set up. We 
must see to it that rewards and penalty are both practiced and well exercised. 

As required by the principle of distribution according to work and that of material 
benefits, those who do more work should be given material incentives, whereas those 
who do not work well should be materially penalized. To interpret the principle of 
distribution according to work as oniy more pay for more work without accepting 
less pay for less work, or in other words to interpret it as rewards only without 
penalties, would be a one-sided interpretation. Giving bonuses blindly without 
distinguishing good labor from bad is also a violation of the principle of distri- 
bution according to work. It is egalitarianism and provides no stimulus to the 
enthusiasm of the workers. 


The second thing to do is to strengthen ideological and political work. The 
raising of the enthusiasm of the laboring masses and the latent motive force of the 
development of the socialist economy are not only related to the dissatisfaction 
with regard to the individual, partial, and temporary benefits but also to their 
struggle for the collective and long-term benefits of the nation as a whole. It is 
necessary to bring the individual and the collective benefits as well as the immed- 
iate and the long-term benefits into harmony. Aside from correct guidelines, poli- 
cies, and plans, it is imperative to do forceful ideological and political work, 
educating people to conscientiously understand and correctly handle the individual 
and collective benefits as well as the relationship between the immediate and 
long-term benefits. Thus a high sense of responsibility and vigorous enthusiasm 
for production will be ideological and political work. Aside from improving the 
style and method of ideological and political work in the light of the new situation 
and conditions, it is important to change the style of work of the leading cadres 
at all levels. They should take the lead in carrying forward the good tradition of 
sharing the comfronts and hardships of the masses and arduous struggles. If we 
can clearly show progress in this respect to the broad masses in actual life, their 
enthusiasm, activism, and creativeness will increase day by day. 
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What are mentioned above comprise only a part of the problems that need proper solu- 
tion in the process of taking this new road. In addition to these, there are of 
course a large number of difficult problems awaiting solution. For example, the 
establishment of the system of economic responsibility in industry, the overall 
readjustment of the price system, the correct handing of the relationship between 
plans and markets, the reduction of financial subsidies, losses in foreign trade 
and so on. Only by solving these problems one by one and concretely can we formu- 
late gradually a series of policies, systems, methods, and measures true which 
accord with the new road for economic development. Only by doing so can we en- 
hance to a large extent our standard of management and the results of our economic 
activities, and channel our national economy truly onto the track of a benignant 
cycle with continual growth. 


CSO: 4006/234 


43 








NATIONAL POLICY AND ISSUES 


PEASANTS INCREASE PURCHASES OF TELEVISION SETS 
OW200734 Beijing XINHUA in English 0723 GMT 20 Jan 82 


[Text] Beijing, January 20 (XINHUA)--Increased personal income in 1981 in China's 
rural areas enabled more peasants to buy colour and black-and-white TV sets and 
radio-tape recorders, luxuries which were still beyond the reach of the rural 
population two or three years ago. 


Up to now, there are 31 "TV villagers,” that is, villages with TV sets in all 
households, on the outskirts of [fianjin, according to the city's commercia! 
departments. More than 2,000 TV sets were sold in 48 communes in the second 
half of 1981. 


The more than 100 families in the Shilibao production brigade in Jinghai County, 
Tianjin, were once so poor that they could barely afford salt and other 
condiments. They all can now enjoy TV programs at home. The brigade also used 
money from collective funds to buy a TV set for an old childless peasant. 


With per capita income rising from 404 yuan in 1980 to 600 yuan in 1981, nearly 
all the 2,142 households in Changqing commune in the southern suburb of Tianjin 
had bought TV sets, the city commercial departments said. 


December 20 was celebrated as a festive occasion by the peasants of the Huashi 

brigade in Jiangyin County, Jiangsu Province when the Shanghai No 1 TV Factory 

delivered them 690 ordered "Jinxing" brand TV sets just off the assembly line. 

Sixty percent of the prices for the sets were paid by the brigade, which earned 
one million yuan from industrial and sideline occupations in 1981. 


Rudio-tape recorders also sell well in rural areas. Lan Wenzhong, a veteran 
vegetable grower in the Evergreen people's commune in Beijing's suburbs, said: 
"I've slready bought a TV set. Since my family earned 5,000 yuan last year, 
my wife wanted a radio-tape recorder.” He was one of the 30 people who bought 
a radio-tape recorder at the commune's sales exhibition recently held by the 
Shanghai No 2 Radio Factory. 


CSO: 400/239 
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NATIONAL POLICY AND ISSUES 


SUPERIORITY OF SOCIALISM DISCUSSED 
HK210350 Beijing JINGJI YANGJIU in Chinese No 12, 20 Dec 81 pp 72-75 


[Article by Wu Shuging [0702 2885 7230] of the Chinese People's University: 
"Theoretical Explanations on the Advantages of the Socialist System--A Review 
of the Book ‘The Socialist Economic System and Its Superiority'"] 


[Text] Recently, the Beijing Publishing House published a bouk, "The Socialist 
Economic System and Its Superiority,” written jointly by the comrades of the 
Economics Institute of the Chinese Academy of Social Sciences and edited by 
Dong Fureng [5516 6534 4356]. This book takes the lead among the economic 
theoretical circles in theoretical discussions on the problem of the 
superiority of the sociaiist economic system. It makes a relatively compre- 
hensive study on problems such as why the socialist economic system enjoys 
superiority, how is this superiority concretely manifested, why China can 
only take the socialist road, why at certain stages after the institution 

of the socialist economic system the superiority has not been fully displayed 
in actual practice, how we should bring into full play the superiority of the 
system, and so on. Its publication has rectified certain miscaken notions 

of people on the socialist economic system and is helpful in promoting dis- 
cussions on the problem of the superiority of the socialist economic system. 
Hence, it deserves a good reception and recommendation to our readers. 


The book "The Socialist Economic System and Its Superiority” makes a theoretical 
and systematic exposition of the superiority of the socialist economic system 
and “hopes that through the theoretical explanation of certain problems which 
are of concern to people” it may “help the readers to analyze problems in real 
life from the standpoint of Marxist principles." For this reason, this pub- 
lication carried the following special features: 


First, it emphasizes the scientific method of observing and analyzing problems. 


From the very start this book points out: "The problem of whether the socialist 
economic system or the capitalist system is superior cannot be solved on the 
basis of simply presenting certain statistics or citing certain illustrations. 
We must be guided by the scientific =<thodology of Marxism, make an earnest 
study of the socialist economic system and compare these two basically opposed 
socioeconomic problems in accordance with the viewpoints of materialist 
dialectics and not according to those of idealism and metaphysics." Based on 
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this understanding, the writers not only devoted a special chapter to scientific 
methodology and put it ahead of other chapters but also in analyzing the various 
subsidiary aspects of the superiority of the socialist economic system, it 

put the emphasis on helping the readers to adopt a scientific analytical 
attitude in observing problems in real life and on clearly demarcating between 
phenomenon and substance, fortuity and certainty, and superficial form and real 
content. It urges that when observing and examining a problem we must overcome 
objectivism, one-sidedness and superficiality, and that we must keep an eye on 
past history and future development. 


For example, the present stage of our country's economic development and the 
standard of living of the people both lag behind those of the developed capitalist 
countries. Does this illustrate the superiority of the capitalist system over 
the socialist economic system? This depends on whether the way of looking at 
things is correct or not. Im this connection, the book clearly points out 

that according to the objective law of social development as demonstrated in 
historical materialism, the criterion for determining whether a socioeconomic 
system is good or bad is the speed of the increase in production and of the 
improvement in the standard of living of the people. As for the existing high or 
low level in economic development and consumption, it is the product of a 
prolonged historical development and cannot serve directly as a criterion to judge 
whether a socioeconomic system is good or bad. The world's capitalist system has 
a history of more than 300 years whereas the socialist system in our country is 
only just over 30 years old. To demand of a country which has been immensely 
impoverished by the plunders of imperialism to surpass or catch up with, within 
this short stretch of time, nations that had much earlier become relatively 
developed is naturally an impossibility and is not within the scope of reason. 
But viewed from the standpoint of the speed of the increase in production, 

then socialism has been proved to have commanded a much higher development speed 
than capitalism in actual practice. Since the founding of new China, although 
the path of our progress has been characterized by smoothness and winding as well 
as successes and failures, and although the length of time we have actually 
concentrated on construction has not been very long, yet generally speaking the 
speed of our economic development has not only far surpassed that of old China 
but also exceeded that of many developed capitalist countries. Moreover, the 
book points out that in making a comparison with the capitalist system on the 
question of the speed of economic development, we must make the comparison on 

the basis of a fairly long period and not of a short period of time and that 

we must take the whole situation of the national econ av into account and 

not confine ourselves principally to certain products ot certain departments. 

As for the standard of Living of the people, the book on the one hand affirms 
that much headway has been made in improving the standard of living and on the 
other hand points out that due to the longstanding "leftist" errors in the 
guidance of economic work and tu the objective of socialist production not 

having been realized, the bringing into full pJay of the superiority of the 
socialist economic system has been affected. ‘n a comparison with capitalism 
concerning this problem, we must first of all analyze the production aim and 
distribution system of these two different sociai systems. True, in the 
developed capitalist countries, the relatively high level of economic develop- 
ment has made possible the upgrading of the standard of living of the workers, 
but this by no means changes the status of the working class being exploited 

and enslaved. Moreover, this elevation in the consumption level proceeds 
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hand-in-hand with the deepening of the exploitation in progress, and is linked 
with the disparity between the expanded income of the exploiting class and 

the income of the working class. Hence, basically speaking, we cannot derive 
therefrom any conclusion showing the superiority of the caritalist economic 
system. 


Furthermore, the errors and setbacks met with on the socialist road, the defects 
and maladies found in socialist economic development, and certain passive 
phenomena in actual life under socialism have all been sources of skepticism 
about the superiority of the socialist economic system. In analyzing these 
problems, the book turns its attention to leading the readers to clearly 
discern which are the real phenomena reflecting the nature of the socialist 
economic system and which are the false phenomena distorting it. The book 
clearly points out that the path of historical development never was a 

vertical one. Particularly in the building up of socialism in such a big 
country as ours which was originally backward both economically and culturally, 
exceptional difficulties are bound to be met and it is impossible that from the 
very start the socialist economic system was already matured and perfected. 

To eliminate the limitations imposed by history and make the socialist economic 
system attain the stage of perfection will require a prolong7d and tedious 
development and cannot be accomplished at a stroke. For this reason, in 
treating the errors and setbacks, the defects and insufficiencies on the road 
of socialism as well as the sundry passive phenomena, we must study whether 
they are among the basic special features within the socialist system itself, 
or are historical occurrences of the moment generated by the limitations of 
objective conditions, or are remnant forces corroding the socialist structure. 
We must find out if they are the natural companions of the socialist economic 
system or the products of the unsuitable concrete economic forms we have adopted, 
or the results of violation of the nature and laws of the socialist economic 
system. We must also find out if they belong to the natural trend of socialist 
development or are deviations from the normal track of socialist development. 

If only we can assume such an attitude in analyzing the problem, we can readily 
see that while their existence is connected with the imperfectness of the 
socialist economic system, by and large they are by no means the natural 
products of the socialist economic system. In this way, we cannot use these 
phenomena to refute the superiority of the socialist economic system. 


Second, we must pay great attention to finding out how to bring into full play 
the superiority of the socialist economic system. 


in comparison with the capitalist economic system, the socialist economic system 
is incomparably superlfor. It opens up fertile ground for the swift development 
of production and the continuous upgrading of the people's standard of living. 
But this does not mean that as soon as the socialist economic system has been 
set up, this superiority is unconditionally and automatically manifested. 
An economic system plays a decisive role but the system itselt is not omnipotent. 
Following the institution of the socialist economic system, whether or not its 
superiority can be fully demonstrated still depends on whether or not people 

in correctly utilize the svstem and if the line and policy of objective economic 











laws can be correctly reflected. Without the latter conditions, then despite 
the superiority of the system, errors may still be committed and there may 
still be setbacks. Since under the socialist system when compared with the 
capitalist system the means of production are publicly owned instead of 
privately owned, class antipathy is eliminated, social interests are united 
and the aim of society is unified, and the dynamic role of the superstructure 
is greatly upgradé i. Society as a whole cannot rely on economic laws to 
spontaneously reguiate economic life; rather, it should depend on itself to 
consciously employ economic laws to regulate economic life. Hence, in 
guiding economic work we must earnestly study the objective economic laws to 
raise our consciousness and the standard of doing things in accordance with 
the objective economic laws. This means that while expounding the superiority 
of the socialist economic system we cannot stop at just enumerating the 
concrete instances of this superiority but, more importantly, we should find 
out the concrete measures to display this superiority and study how to 
correctly employ the lines and policies of objective economic laws. 


To correctly make use of the socialist economic system and formulate lines and 
policies which reflect the objective economic laws, we must rely on accumulated 
experiences and lessons [from actual practice and cannot hope to accomplish them 
at a stroke. Therefore, to achieve a correct understanding of the superiority 
of the socialist economic system, we should, under the guidance of Marxism- 
Leninism-Mao Zedong Thought, earnestly study and scientifically summarize 

the actual practice in socialist construction. We must pay attention not only 
to the successful experiences but also to lessons of failures, so that through 
comparing triumphs and failures, successes and errors, we can come to know and 
grasp the objective economic laws and look for a concrete form and way to make 
use of the objective laws and to bring into full play the superiority of the 
socialist economic system. The book takes precisely the same stand. 


For example, the high-speed development of the national economy is an important 
symbol of the superiority of the socialist economic system. On the one hand, 
this book affirms that the high-speed development of our socialist economy has 
been verified in actual practice and explains the objective basis for the 
high-speed development of the socialist economy. On the other hand, it clearly 
points out that we are far from bringing into full play the superiority of 

the socialist economic system in providing for a high-speed development of the 
economy and cites the following examples: that over the past 32 years there 
has been much vacillation in the development speed of our economy, that there 
have been instances when economic growth came to a halt and even retrogressed, 
that on several occasions there was a serious imbalance in the important 
proportionate relationships within the national economy, that for many years 


industrial and agricultural production was assly dislocated, that likewise 
there was a serious dislocation between th . of the increase of production 
and the growth rate of the people's consump. ~..., that there were serious cases 


of waste, extravagance, and low economic effect, and so on. It proceeds to 
analyze from various angles the subjective and objective causes giving rise to 
these errors and to defects such as the inperfectness of the ownership system 
covering the means of production, deviation from the actual condition of the 
productive forces, rash adventurism during the reform of the ownership system, 
inperfections in the economic system itself, disruption of the socialist 
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material interest relationships, failure to carry out implicitly the principle 
of distribution according to work, inability of the economic development 
tactics to correspond completely with our national condition, and so on. On 
all these topics, the book pronounces its views on how to bring into full pley 
the superiority of the socialist economic system. In comparison with the 
methodology of discussing purely from the theoretical standpoint why the 
socialist economic system enjoys superiority and where this superiority lies, 
this method of presentation is much more resourceful and can help the readers 
to raise their faith in taking the socialist road. 


Third, we must pay great attention to the depth the theoretical analysis. 


In explaining the superiority of the socialist economic system, naturally we 
cannot depart from citing facts and figures to compare the two different 
economic systems under socialism and capitalism. Still, fact and figures 
cannot take the place of a theoretical analysis. As a theoretical publication, 
ore of the special features of this book “The Socialist Economic System and 

Its Superiority” is that it strengthens the theoretical analysis of a problem 
ind increases the depth of theoretical discussion in the exposition of the 
problem. 


For example, people who are skeptical of the superiority of the socialist system 
habitually ask such questions as why backward countries were able to carry out 

a socialist revolution or why taking the socialist road was a historical 
inevitability in our country's social development. In answering these questions, 
this book first made an analysis of the socioeconomic contradictions in old 

China on the basis of Lenin's theory that during the age of imperialism, the 
working of the law on the imbalances in economic and political development 

in capitalist countries enabled socialist revolution to first make a breakthrough 
first in the weak links of the imperialist system. It proceeds to make the 
generalization that in the history of Western Europe the replacement of countries 
under the slave system by countries under the feudal system and the replacement 
in turn of feudal countries by capitalist countries likewise did not first occur 


in countries with a mature development of an old or existing system but rather 

in countries with weak Links to an old or existing system. On a theoretical 
level, it points out: The reason is “that in countries in which the social system 
has attaiued a relatively matured development, the internal structure of their 
social economy is comparatively strong while their economic foundation and its 


upper structure are also comparatively strong. Thus, in the solution of social 
contradictions, these countries have much ground for manervering and can employ 
1 large assortment of tactics. As a result, they enjoy a much longer life 


expectancy and at the same time can strongly resist the emergence of new forms 
of government of a higher calibre. On the other hand, due to the lack of 
such conditions in countries with the so-called weak links the corrupt and 


backward phases of the old system are more centralized in appearance. This more 
r less intensifies the social contradictions and these countries are the first 
to t replaced by regimes established by a newly emerging class." This kind of 
inalysis, though it can be further developed, displays a keen insight of the 
nt problem. 
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As another example: In analyzing the relationship of economic benefits under the 
socialist economic system and the matter of the superiority of the power 
Structure derived therefrom, the book makes a theoretical demarcation between 
two aspects of material benefits which are mutually related but are distinct 
from each other, namely, their social nature and their material level. It 
points out that the former is the quality measurement of material benefits, 

with a bearing on the social basis and economic content of material benefits, 
while the latter is the quantity measurement of material benefits, with a 
bearing on the natural basis and material content of material benefits. The 
quantity measurement is subordinate to the quality measurement. In the initial 
stage of the current socialist economic development, the superiority can be 

seen temporarily only from the social nature aspect. As for the material level, 
it is still lower than that in the capitalist countries. However, in view 

of the growing improvement of the socialist economic system, in due course, 

the material level of the material benefits will surpass the capitalist 
countries. Such an analysis is certainly helpful in overcoming the erroneous 
views which mistakenly take the phenomena of "high wages" and "high consumption" 
in capitalist countries as indicative of the superiority of the capitalist 
economic system, 

After reading the book "The Socialist Economic Problem and Its Superiority," 
[ teel that there is a relatively important theoretical problem which should 
be singled out for further study. It concerns the matter of how to treat 
the market mechanism in the socialist economy and how to correctly wnderstand 
the position and function of both planning and the market in the socialist 
economy. 


It is true that this book has affirmed that the socialist economy is a planned 
economy and has made the generalization that a planned economy is necessary and 
superior, but, as I see it, the analysis and exposition made are still not 
penetrating enough. The book lays much stress on expounding the problem of the 
market mechanism and regulation by market mechanism in the socialist economy, 

in the belief that this is a pivotal problem concerning whether or not the 
superiority of the socialist planned economy can be brought into full play. It 
offers the view that when the market mechanism is made use of in the socialist 
planned economy, an enterprise should be allowed to take into account market 

and its own interests in deciding what to produce and how much of it to produce 
and also to select by itself the sources of supply of materials and the direction 
of marketing and sales. It feels that, in general the state should not decree 
any targets, and should only make policy decisions on macroeconomic activities 
of a strategic nature relating to the development of the national economy. This 
view is open to discussion, 


(rue, during the course of socialist construction in our country, the superiority 
of a planned economy has not been consistently and fully or effectively displayed. 
this may be ascribed to the overcentralization of the planning structure, the 
neglect and even denial of the regulation role of the market in production, the 
overlook and even exclusion of the market mechanism, and one-sidedly stressing 

the use of administrative measures and directives in the enforcement of plans. 
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Hence, it is proper and correct, on the basis of actual practice, to clearly 
point out the reasons why the market still maintains a definite regulatory 
role in regard to production in the socialist economy and that in the imple- 
mentation of a planned economy, market mechanism must be used correctly. 
But, the problem is how to correctly set the reciprocal relationship between 
planning and the market in order to exactly conform with the position and 
function set for the market mechanism and regulation by market mechanism in 
the socialist economy. 


A socialist planned economy prescribes that the main regulatory form in a socialist 
economy is planning and not the market. In macroeconomic activities there must 

be centralized policy-making based firmly on the united will of society's common 
interests and which accords with social needs. Additionally, in microeconomic 
activities we cannot do away entirely with planning by directives or allow all 
enterprises to base their variouskinds of economic activities such as production, 
circulation, distributior and so on on market information and their own interests. 
Rather, we must base the greater or lesser extent of planning an enterprises is 
subject to on the degree of the socialization of production, and the extent to 
which it is publicly owned. [as printed] This we can use to adopt appropriate 
types of planning-guidance such as planning by directives, planning by guidance 

and planning for reference. Moreover, in enforcing planning by directives we 

must rectify the past errors of making the targets too high or too detailed which 
affected the initiative of the enterprises. If we do not proceed in this way but 
allow the enterprises to do as they like in microeconomic activities, the so-called 
centralized policy-making in the field of macroeconomic activities would only be 
wishful thinking. In this connection, the experiences in actual practice of 
certain socialist countries may serve as good reference. It is found that if the 
individual enterprises were allowed to do their own policy-making based on market 
information and their own interest, it was very difficult to effect the 
"macroscopic policies" in regard to the direction and growth speed of the national 
economy, the proportional ratio between accumulation and consumption, the distribu- 


tion of investment funds between the various sectors of the national economy and 
so on. It was also very likely that regulation by market mechanism would replace 
regulation by plaaning as the main form of regulation mechanism. This would bring 


ibout a state of blindness in action and anarchism in economic life which in turn 
would atfect the stable development of the national economy. 


Viewpoints which give a high assessment of market mechanism and regulation by market 
mechanism in the socialist economy frequently emphasize strongly that, under the 
condition of the existence of socialist commodity production, planned regulation 

of the economy requires the market to play definite role. The book takes the same 


stand in analyzing the problem, It states: “In reality, no plane of economic 
activities is separable from the market mechanism playing a definite role or from 
state planning providing its guidance. The realm of microeconomic activities 
wherein market mechanism is acknowledged as playing an especially large role 

‘annot really be divorced from planned development whereas the realm of macro- 
economic activities in which planning plays an especially large role cannot really 
be separated from the influence and inclinations of the market. In regulating 
tactics which join together macroeconomic activities with microeconomic activities, 
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the union of planning guidance and market mechanism in one united body is 
especially apparent." This way of looking at things is open to discussion. 

True, under the condition of the existence of commodity production, in general, 
all kinds of economic activities must pass through the market. But passing 
through the market, or making use of the market, is one thing while regulating 
production based on market changes is another, and the two should not be confused. 
When we talk about market mechanism, what we refer to is naturally not confined 
only to economic activities passing through the market but mainly to regulating 
production in the basis of market changes and development. Only in this way can 
it be especially conceived of as being different from planning and planned 
regulations. If it is imagined that once the market is mentioned, it refers 

to market mechanism, then there would be no difference between planning and the 
market. But the special feature of socialist planned economy precisely lies 

in that market changes cannot solely determine production. That is to say, 

the law of value cannot be solely depended upon to play its role of “automatic 
regulations." Rather, production must be regulated by a scientific plan based 

on basic socialist economic laws and laws governing the planned development of 
the national economy. Naturally, when formulating the plan, consideration must 
be given to the role of the law of value, but self-consciously employing the 

law of value to serve socialist construction is not equivalent to determining 
production on the basis of the supply and demand relationships and price changes 
in the market. In this way, the union of planned guidance and the market 
structure does not exist. What remain are the two regulatory forms of planned 
regulation and regulation by market mechanism. Also, what remains is the problem 
of their importance, as either principal or subordinate, in regard to their 
position and function in the socialist economy. To sum up, in socialist economy, 
planned regulation is the main force in production regulation while regulation 

by market mechanism plays a supplementary role. Not recognizing the existence 

of regulation by market mechanism and even denying its role would of course be 
incorrect but it also would be incorrect to overestimate its position and function. 
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ECONOMIC PLANNING 


BRIEFS 


YUNNAN ENTERPRISES' PROFITS--"Over the last few years, the provincial government 
has, adopted measures to give greater decision-making power in financial 

a’ fairs to state-run enterprises and other measures to allow the enter- 
prises to rest and to build up their strength. These measures have played 
“4 positive role in mobilizing the internal motivation of the enterprises 
and in enlivening the economy." The above measures resulted in the enter- 
prises having 75 million yuan of disposable income in 1978, 18.7 percent 
of their total net profits from the previous year; 204 million yuan in 
1979, which was 47.2 percent of the total net profits in 1978; and 

317 million yuan in 1980, which was 56.5 percent of the total net profits 
in 1979. It was anticipated that in 1981 the enterprises would have gotten 
at least as much as the 300-plus million yuan in 1980. [HK041204 Kunming 
Yunnan Provincial Service in Mandarin 1100 GMT 1 Jan 82] 
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ECONOMIC MANAGEMENT 


BRIEFS 


CONFERENCE ON TOURIST HOTELS--Beijing, 7 Jan (XINHUA)--China received more than 
1.1 million tourists from abroad in 1981, or 25 percent more than 1980. This 
was cisclosed by deputy director Li Quanzhong of the State General Adminisra- 
tion for Travel and Tourism and hotel managers from all parts of the country. 
Many of the country's 203 hotels have changed deficits into profits, which he 
said is a great improvement. However, he said, profit should be derived from 
good management and good services and money should come in together with 
praises for the work. Any extortion of profits under miscellaneous pretexts 
will only harm the tourist trade in the long run, he warned. He urged local 
tourist departments to run hotels with distinctive Chinese features, to provide 
their customers with high quality food and continue the training of hotel 
managers and staff. Last year over 5,600 of them took the training. The country 
now has hotels with a total number of 75,000 beds and 50,000 staff. [Beijing 
XINHUA in English 1506 GMT 7 Jan 82 OW] 
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FLNANCE AND BANKING 


BRIEFS 


RURAL SAVINGS DEPOSITS--Beijing, 10 Jan (XINHUA)--In 1981 per-capita savings 
of China's rural population was 25.85 yuan, topping 1980 by 7.63 yuan. In 
Xinjiang, Guangdong, Liaoning, Heilongjiang and the suburban areas of 
Beijing, Shanghai and Tianjin, per-capita savings of rural population was 
more than 40 yuan. Statistics show that by the end of 1981, balance of 
savings deposits at the Bank of Agriculture and Credit Cooperatives reached 
21,169,000,000 yuan, topping 1980 by 6,246,000,000 yuan, a 41.9-percent 
increase. The personal savings deposits absorbed by credit cooperatives 
amounted to 16,947,000,000 yuan. [Beijing XINHUA Domestic Service in Chinese 
0702 GMT 10 Jan 82 OW] 


LIAONING SAVINGS DEPOSITS--According to our sources, savings deposits in both 
urban and rural areas of Liaoning Province registered a big increase in 1981. 
Annual urban savings deposits increased by 472 million yuan--the second bigge:t 
increase in our country. Of the increase, 88.5 percent was in fixed deposits. 
Annual rural savings deposits in 1981 totaled 990 million yuan, an increase 

of 310 million yuan--50 percent--over 1980. Based on the agricultural 
population, per peasant savings in our province was 41 yuan. The increase in 
rural savings deposits in 1981 equaled the increase in the 30 years following 
the founding of the PRC. [Text] [SK180912 Shenyang Liaoning Provincial Service 
in Mandarin 1100 GMT 17 Jan 82) 
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INDUSTRY 


METALLURGY CONFERENCE NOTES 1982 STEEL INDUSTRY GOALS 
OW161536 Beijing XINHUA in English 1508 GMT 16 Jan 82 


[Text] Beijing, January 16 (XINHUA)--Thirty new varieties of steel will be 
developed this year, according to a metallurgy conference going on in Beijing. 
Priority will be given to alloy steel and high strength, corrosion-resistant 
low-alloy steel. These alloys contain vanadium, tungsten, molybdenum, niobium 
and other rare earth metals which are plentiful in China. 


In 1981, the metallurgy industry provided a number of new varieties of steel 

for the light, textile, petroleum, chemical, electronics, shipbuilding and 
agricultural machinery industries. These included low-carbon molybdenum stainless 
steel, permanent-magnet rare earths-cobalt and iron-nickel alloy, and easy-to-cut 
compound steel for quartz watches. 


The metallurgy industry produced 30 kinds of rolled steel which came up to inter- 
national standards last year, including ship plates and high-speed tool steel. 


Production of thin plates and strip steel will be increased eight percent this 
year over last. In 1981 the increase was 22 percent over the year before. 


The conference emphasized that potential must be tapped and technical transformation 
carried out in order to fulfill the plan for this year. The Metallurgy Ministry 

has decided to revamp 14 rolling mills and related steelmaking equipment as the 
first step. 


Conference delegates suggested that imported technology be studied and applied 
in the renovation work and that foreign capital should be used actively but with 
prudence. They should be used on equipment for medium and small projects that 
cost less but will produce quick results. 


China has reached 13 agreements valuedat 71 million U.S. dollars with foreign firms 
in recent years on using foreign investment in the iron and steel industry. 


China produced 35.63 million tons of steel, 26.65 million tons of rolled steel 
and 34.17 million tons of pig iron in 1981. 


CSO: 4020/79 
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INDUSTRY 


CHANGING DISTRIBUTION OF NONFERROUS METALS DISCUSSED 
OW120643 Beijing XINHUA Domestic Service in Chinese 0043 GMT 10 Jan 82 


[Text] Beijing, 10 Jan (XINHUA)--After vigorous readjustment over the past 
several years, those Chinese enterprises processing nonferrous metals have made 
fundamental changes in their service orientation. According to data supplied by 
a department concerned, those enterprises processing nonferrous metals supplied 
80 percent of their products to the defense and heavy industrial departments in 
1977. During 1981, only 20 percent of their products was supplied to the defense 
and heavy industrial departments, while the remaining 80 percent was supplied 

to light and textile industries, agriculture and the building industry. 


For a long time, there has been a shortage of thin aluminum sheets and foil as 
well as bronze and brass bands because those enterprises processing nonferrous 
metals have placed the emphasis of their service orientation of defense and 

heavy industries. Some nonferrous metals need to be imported in large quantity. 
For some light industrial products, steel and other materials are used to replace 
nonferrous metals, thus affecting the appearance and durability of the products. 


Now the situation has greatly changed. During 1981, the total output of five 
types of nonferrous metals badly needed on the market was increased by 29 percent 
as compared with the output of 1980. These materials are: aluminum foil mainly 
used in capacitors and for packing cigarettes and candy; extra thin aluminum 
sheets for the manufacture of easy-open cans and dial plates; thin aluminum sheets 
for the manufacture of cooking utensils and food cans; copper bands used in the 
manufacture of hardware; and the tin and phosphate bronze bands used in the 
electronics industry. The output of aluminum foil and thin aluminum sheets turned 
out by the Northeast Light Alloy Processing Plant in 1981 was increased by 

27 percent and 36 percent respectively as compared with the output of 1980. The 
output of copper bands turned out by the Shenyang Metal Processing Plant in 1981 
was increased by 71 percent and 95 percent as compared with the output of 1980. 


The Southwest Aluminum Processing Plant and the Northeast Light Alloy Processing 
Plant have also trial-produced some aluminum building materials, aluminum materials 
for the manufacture of furniture, aluminum tubings for the manufacture of bicycles 
and sprayers and sprinklers for farming as well as aluminum ornamental strips, 
sheets and parts for television sets, washing machines, tape recorders and other 
mechanical and electrical products. 
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In recent years many units have shown a rapidly increasing need for germanium. 
By tapping its own potential, the Shanghai Smeltery increased its germanium 
output in 1981 by 50 percent as compared with that in 1980 and basically 
satisfied the needs of the users. 


A number of nonferrous metal processing enterprises have also actively coordinated 


with the factories concerned to trial-produce aluminum alloy bicycles and jointly 
run factories for the manufacture of aluminum doors and windows. 


CSO: 4006/239 
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INDUSTRY 


NEW SUCCESSES SCORED IN LIGHT INDUSTRY IN 1981 
OW122142 Beijing XINHUA Domestic Service in Chinese 1240 GMT 11 Jan 82 
(XINHUA embargoes this item "for the time being”] 


fext|) Beijing, 11 Jan (XINHUA)-—-In 1981, our country's light industry grew at 
a taster speed in the course of the readjustment of the national economy. 
According to the Ministry of Light Industry statistics, the total output value 
of the light industrial system of the entire country reached 105.8 billion yuan 


in 1981, or 10.4 percent more than in 1980, an increase rarely equaled in scale 
in Many vears. 


Of the 17 light industrial products included in the state plan, 15 fulfilled 
or overfulfilled targets. Eight products, crude salt, cigarettes, bicycles, 
sewing machines, wristwatches, weighing apparatuses, plastic products and dry 


7 


‘ells, fulfilled annual plan 1 to 3 months ahead of time. 
the achievement was a result of the light industrial departments conscientiously 
implementing the important policy decision of the party Central Committee and 
the State Council on vigorously developing consumer goods production. In the 
past year, many effective measures were adopted by the central authorities and 
people's governments at various levels to develop consumer goods production. 

At the same time, attention was paid to the key branches of light industry and 
production of major products. Thus the light industrial products produced 


were more readily marketable, and the shortage in the supply of some products 
eased, Output of bicycles, sewing machines, wristwatches, beer, shoes, cloth 
slippers and other products increased by more than 20 percent over 1980, and 
washing machines increased even more, 


\nother spectal feature in light industrial production in 1981 was that fairly 
rapid growth was achieved in the production of foodstuffs and daily necessities 

Y ildren, which were not paid enough attention previously. The state gave 
priority to the development of the food industry. The localities adopted a series 
‘f economic policies to encourage the rural areas to produce more raw materials 

' food industry. The entire food industry began to grow vigorously. New 
oments were also made in the production of children's food, clothing, 
educational items and toys. 


CSO: 4006/2359 
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INDUSTRY 


METALLURGICAL MEETING NOTES SHOUDU EXPERIENCE 
OW190051 Beijing XINHUA Domestic Service in Chinese 1212 GMT 17 Jan 82 


[Text] Beijing, 17 Jam (XINHUA)--At the national metallurgical industry work 
conference recently held in Beijing, a responsible person of the Ministry of 
Metallurgical Industry called on leading cadres, workers and staff of the 
metallurgical front to conscientiously study and popularize the experience of 
the Shoudu Iron and Steel Company in practicing the economic responsibility 
system, consolidating the ente”prise and increasing economic returns. 


In 1981, the Shoudu Iron and Steel Company remained in the lead among enter- 
prises of the same trade on 31 of 52 comparable economic and technical indexes 

and reached advanced international levels on others. The company also increased 
income while reducing output. In 1981, the company cut down its iron and steel 
production considerably, but its profit increased by 8.2 percent over the previous 
year. 


XINHUA reporters learned that recently Premier Zhao Xiyang and Vice Premier Wan Li 
went to the Shoudu Iron and Steel Company one after the other to conduct a 
investigation and study. They both attached importance to the company's experience 
and felt that the masses of workers and staff members on the metallurgical front 
should conscientiously learn from the Shoudu Iron and Steel Company. 


At the national metallurgical industry work conference, a representative of the 
Shoudu Iron and Steel Company made a detailed report on their experience. The 
responsible person of the Ministry of Metallurgical Industry summarized it in 

six points: 1) in the past 3 years the company has made unremitting efforts to 
consolidate itself. Particularly, it has solidly established a whole set of 

basic management procedures centering on implementation of the personal 
responsibility system. 2) it has implemented a good economic responsibility system 
which is relatively comprehensive in scope with full responsibilities designated 
at every level. Every unit at every level assumes full responsibility not only 
for profit but also for output, quality, variety, contract, consumption, cost, 
funds, safety, environmental protection and coordination requirements. The 
responsibility for fulfillment of tasks goes down to each shift, work team and 
individual. 3) in setting economic and technical targets in practicing the 
economic responsibility system, the company, as a principle, keeps the targets 
high. Many of the Shoudu Iron and Steel Company's targets which are set for tasks 
to be fulfilled with full responsibility are higher than the advanced national 
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standards. 4) the company has done a good job in maintaining harmonious produc- 
tion relations within the enterprise. 5) it has strict rules for assessing 
performance and for rewards and punishment. 6) it has strengthened ideologic-! 


ne 


ind political work around the economic responsibility systen. 


e responsible person of the Ministry of Metallurgical Industry called on 

l places, in studying the experience of Shoudu 
[ron and Steel Company, to find out where they lag behind, make a plan and learn 
what is useful to them in the spirit of seeking truth from facts and taking into 
onsideration the actual conditions in each unit. At the same time, it is 
necessary to combine learning from the Shoudu Iron and Steel Company's experience 
with learning from the Daqing spirit and the advanced experiences of other units, 

ng tf ; to offset one's weaknesses and carrying out 

the activities of emulating, learning from, catching up with, helping and in turn 
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metallurgical enterprises in ali p 
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INDUSTRY 


BRIEFS 


TIANJIN CEMENT OUTPUT--In 1981 Tianjin Municipality produced 530,000 tons of 
cement, a 40-percent increase over 1980; 330,000 boxes of glass, and 2 million 


rolls of asphal: felt. [SK152207 Tianjin City Service in Mandarin 1430 GMT 
13 Jan 82 SK] 


NEL MONGGOL LIGHT INDUSTRY--Enterprises under the Second Light Industrial Bureau 
of Hulun Buir League, Nei Monggol Region achieved 90.92 million yuan of output 


value in 1981, a record. [SK180514 Hohhot Nei Monggol Regional Service in 
Mandarin 1100 GMT 17 Jan 82 SK] 


TIANJIN INDUSTRIAL OUTPUT--Tianjin, 3 Jan (XINHUA)--Tianjin, the biggest industrial 
city in north China, chalked up an industrial output value of 20,629 million yuan 
for 1981, 6.4 percent more than 1980, according to municipal authorities. Light 
and textile industrial output value rose 16.2 percent over 1980. The 6.4-percent 
increase in output value is attributed to expansion of consumer goods production 

by streamlining and revamping existing enterprises. Tianjin's industrial 
departments have been aiming at the annual target of 20,000 million yuan for 

many years. It was achieved last year despite acute water shortages. [Text] 
[OW061305 Beijing XINHUA in English 1201 GMT 3 Jan 82 OW] 
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198i MAJOR CONSTRUCTION PROJECTS IN LIAONING OUTLINED 
124 Shenvang Liaoning Provincial Service in Mandarin 1100 GMT 9 Jan 82 
tation special report on Liaoning’s five major construction projects of 1981] 


fext} The construction of the Liaoyang Petrochemical Fiber Industrial General 
mpany, China's biggest petrochemical fiber complex, was completed and put into 
yrroduction on a trial basis in August 1981. This company has supplied raw 
materials tor chemical fibers and plastics badly needed in domestic markets to 
me 400 enterprises in 26 provinces, municipalities and autonomous regions. 
aarketed polyethylene and polyacrylonitrile to the United States, Japan 
untries in Southeast Asia. 


4 rding to its designed capacity, the plant can produce /0,000 tons of poly- 
ethylene and polyacrylonitrile annually to process plastic products which can 


substitute for 200,000 tons of steel products or 300,000 tons of nonferrous 

s. It can produce 131,000 tons of raw materials for dacron, nylon and 

ther products. If all these products are used to spin cloth, each person in 
| ill get 4 chi of cloth. This volume is equal to the amount of cotton 


metal 


d on 4.36 million mu of cotton fields. This company can produce 
ideline products daily for industrial and agricultural production 
ind lentific research experiments. If this company achieves all designed 
levels, its annual output value will reach 2.1 billion yuan, and /00 million 
profits and taxes will be delivered to the state. All investments will 


t lrawt in years. 


lt high-tension transmission line along the Shenyang-Dandong railway 
3s the valleys of the Liaohe, Hunhe and Taizihe rivers was installed in 


is iis 160-kilometer long transmission line is instailed with Chinese-made 
ind is from Jinzhou in the west and Liaoyang in the east. It connects 
'. . Beizhen and 4 other counties and cities and 22 communes. The trans- 


ine will improve the structure of the northeast power grid. Compared 
existing 220,000-volt transmission line, the new one will increase the 
sly capacity by 5 times, decrease the damage to transmission Lines 

ent and conserve 460 million kWh of electricity annually. 


truction of the No 1 (Hongvang) coal pit, a large colliery with a designed 
1\s mal capacity of 900,000 tons, was completed and put into production 
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25 December 1981 in the suburbs of Shenyang. Its estimated coal deposits are 
over 100 million tons, and it will be productive for over 70 vears. This 
olliery's main product is rich coal, a quality raw coal for steel production 
important to the development of our province's iron and steel industry. 

A key communications building located on the east of the (Shibu) Square at the 
center of Shenyang Municipality has been completed and partialiy put into 
operation. This building covers a floor space of 16,588 square meters and is 
01.2 meters high, making it the biggest building in Shenyang. This building 

«Ss a hub of communications in northeast China. The 60 routes of carrier equip- 
ment installed in this building will increase the communications capacity of 
northeast China. The new microwave equipment used to relay programs of the 
Central Television Station has been put into operation on a trial basis. The 
long-distance direct dialing telephone equipment is now being installed. After 
the installation of this equipment, the 13 municipalities and prefectures of 
our province can directly dial each other and northeast China can dial directly 
to Beijing, Tianjin and Shanghai. 


A 27,000-ton cargo ship--the (Changchung)--is the biggest Chinese-made export 
treighter. This ship was built by the Dalian shipyard and the (Liancheng) 
Steamship Company in Hong Kong. This ship is 197 meters long, 23 meters wide 
and 14.3 meters high. It is equipped with five large cabins and four cranes 
and can carry grain, logs, minerals, steel, coal and other goods. Its maximum 
speed is 14.5 nautical miles per hour, and its maximum voyage capacity is 


17,000 nautical miles. It was successfully launched 14 September 1981 and 
completed navigation training 24 December 1981. All functions of this ship 
meet or surpass designed requirements. The successful building of this ship 
indicates that China's export shipbuilding industry has attained new heights. 











BULLDING CONSTRUCTION ACHIEVEMENTS REVIEWED 


+ Beijing XINHUA Domestic Service in Chinese 0117 GMT 9 Jan 82 

Excerpts] Beijing, 9 Jan (XINHUA)--A reporter has learned from the State 
\dministration of Building Construction that China's building construction de- 
partments scored unexpected successes in 1981. Early last year, authorities 
ncerned estimated that building construction departments would incur a deficit 
billion yuan in 1981. In actuality, these departments made a profit of 


**st * 


650 million yuan instead of incurring deficits. 


re than 3} million workers are emploved by the building construction departments 
hina, Due to severe cuts in capital construction investments by the state, 


the construction task which the state assigned to building construction depart- 
ments in 1981 was less than two-thirds of the original amount. This means one- 
third of the people would have been out of work or there would have been very 
little work, if anv. It would have cost the state more than 1 billion vuan to 

nay the wages of these workers. Under these circumstances, workers of the building 


onstruction departments did not feel justified in requesting subsidies from 
the state. Instead, they called for "sharing the burden when the state is in 


17 fF iecultiec"™ 


ies’ and strove to make more contributions to the state. 
‘tatistics for 1981 show that state-owned construction enterprises built 44.7 
i nm Square meters of housing and completed construction and installation 
ing &.8 billion yuan. Collectively-owned construction enterprises at and 
intv levels built 42.9 million square meters of housing and completed 
truction and installation totaling 4.9 million yuan, Both enterprises attained 


to actively looking for assignments at home, some construction enter- 
rise liso actively contracted for business from foreign firms. Last year, 
units signed more than 100 contracts for design, construction and labor 
rformed remarkably in the international building construction market. 


itely one year, the China Building Construction (MACAO) Company 
i, which has only six engineers and technicians, designed the structures 
struction projects which included a 1/7-story industrial building, 
mercial building and 27-story and 30-story apartment houses. Theit 
ts in Macao appreciated their designs in terms of quality and the time 


| 


mpietion. 
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CONSTRUCTION 


"JINGJI GUANLI' ON ISSUANCES OF SHARES 


HK191023 Beijing JINGJI GUANLI [ECONOMIC MANAGEMENT] in Chinese No 12, 15 Dec 81 
pp 31, 32 


[Article by Wang Ce [3769 4595] and Gao Dezhu [7559 1795 2691] of Xinfu Office of 
the Fushun People's Bank: "A Good Way To Absorb Idle Capital--an Investigation of 
the Issuance of ‘Brick Shares’ by the Fushun Branch of the People's Bank") 


[Text] In recent years, along with the rapid development of industrial and agri- 
cultural production, a large number of residential buildings and urban public facil- 
ities were developed in Fushun. This created a sudden demand for bricks. The pro- 
duction capacity of the two existing brickyards in Fushun lagged far behind the 
demand and the shortage became very pronounced--about 100 million bricks a year. 
Long queues of trucks waited around the clock for their turn to be loaded up with 
bricks. The construction of some buildings was stopped halfway due to the lack of 
bricks. Some departments were forced to purchase bricks from sources in other areas 
at high prices. The breakage rate was high due to the need to transport the bricks 
over great distances, costs were greater and, according to statistics, the whole 
municipality had to spend an extra 6 million yuan or more as a result. In order 

to solve this contradiction, the municipal department concerned planned to build 
two large tunnel-type brick kilns. However, they would cost 2.8 million yuan. But 
the brickyards could not raise this much capital themselves, neither could the 
financial department come up with the money, so the municipality was left only 

with wishful thinking. But the Xinfu office of the Fushun People's Bank noticed 
that enterprises now have more and more funds in their hands as a result of the 
reform of the industrial and commercial enterprise system, so it was thought that 
one of the basic ways for the People's Bank to accumulate more money was to pool 
the scattered and idle funds of the enterprises, thus the bank adopted the tradi- 
tional banking practice and issued "brick shares" to absorb the idle funds of enter- 
prises that needed bricks urgently and used them to finance the building of tunnel- 
type brick kilns. In accordance with the actual conditions under the existing 
economic system of our country, the Xinfu office laid down a series of rules and 
regulations concerning "brick shares" issuance, capital and interest repayment 

and supply of bricks at preferential prices. They stipulated that the money used 
to buy shares must come from funds for special purposes or cash surplus or other 
funds outside the budget. No circulating funds or bank credits could be used for 
this purpose. If the enterprises and institutions which held the shares urgently 
needed to sell them, they must ask the bank to sell them on their behalf. No 
shares could be circulated or negotiated freely on the market because there is no 
stock market in our country at present. These stipulations not only comply with 
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the principle of separate management of the two kinds of funds, but also prevented 
the bank's credibility from being harmed by the free circulation of shares. 


In order to stimulate the enterprises to subscribe for the shares more actively, and 
in view of their pressing desire to get more bricks, the bank office did not use 
money as a means of repayment. Instead it was decided to make use of the profits 
and taxes gained in expanding production capacity during the 2 years after the 
kilns began operation to buy bricks at preferential prices to pay the capital back 
to these share-holding enterprises. Within 2 years after the shares" principal is 
paid off, bricks equal in value to that of the shares will continue to be supplied 
to the share-holding enterprises at preferential prices. In this wav these enter- 
prises can save about 1.12 million yuma. As < result, the issuance of brick shares 
was welcomed by the economic departments. Many units transferred their funds to 

the bank of their own accord and tried to subscribe for the shares before others. 
The Fushin No 1 Petroleum Refinery even cut back on other construction projects to 
make more funds available to subscribe for the shares. Shares worth 2.8 million 
yuan were sold out in only a few days. 


(he measures taken by the Xinfu bank office together funds and support production 
by issuing shares attracted great attention from the leading departments concerned 
and the financial experts. Experts from the financial research institute of Liaon- 
ing Province came to help them to unceasingly improve their theory and practice, and 
encourage them to find new ways of raising funds which are better suited to the 
blazing of a finance-gathering trail that accords with the development of our com- 
modity economy and with their specific conditions. 


Since the “brick shares" were issued, more than 1 year has passed. How is the vital- 
ity of this measure? How are the results? With these questions in mind, we visited 
ns 


the Xinfu office of the Fushun branch of the People's Bank, the Fushun No i and No 2 
brickvyards, and some units which are holding "brick shares". 


By issuing the shares, the bank office has raised enough funds for the two brick- 
vards to promptly start building the tunnel-type brick kilns. The bank also sent 
specialists to help the enterprises to make arrangements for their funds, sign 
igreements, and help them formulate a stringent system of economic responsibility. 
he bank laid down detailed stipulations concerning progress of these projects, 
the terms on preferential supply of bricks, and the targets of economic results. 
Making use of their connections with various departments, the bank coordinated 
the units concerned in solving difficult problems arising in the process of the 
construction, which kept the projects going at a greatly accelerated pace. For 
example, the No 1 brickvard urgently needed some construction equipment which they 
could not make for themselves due to the demand for high quality. In order to 
sive them a hand, the bank asked the radio equipment plant to do this job rapidly. 
he radio plant rearranged their operational plans and made the equipment for 
the brickyard in a short time so that the construction of brick kilns could be 


ompleted on schedule. 

in the course of building brick kilns, the brickyards made full use of the favor- 
ible conditions in Fushun, which is a coal center. They made bricks from the 
wate shale discarded by the coal mines, and from the waste ashes recovered from 
the power stations. Since these materials still had some heat value in then, 





bricks could be made from them without burning coal or oil, as the materials then- 
selves can burn and create heat. Not only was that able to save energy it also 
eliminated pollution. This was a success in comprehensive utilization that yielded 
multiple results. 


Investment in the form of shares can make the leaders of the enterprises enhance 
their sense of responsibility. The cadres said that, when construction funds were 
allocated from the financial department, no one takes the responsibility for the 
delaying of projects. But now they cannot justify themselves before such a large 
number of shareholders if the same thing occurs, so they have to go down to the 
building sites and solve the problems promptly. The new brick kilns in the No l and 
No 2 brickyards went into operation on 1 May and 1 July respectively this year. 
They had produced 30 million bricks by the end of last August. It is expected 

that 70 million bricks can be turned out by the end of this year. In addition, 
8,400 tons of coal and 884 mu of cultivated land can be saved. The taxable profits 
yielded in a year are expected to amount to 1.4 million yuan. Adding the funds 
which the enterprises would have used to purchase bricks from other areas, a sum of 
more than 4 million yuan can be saved in a year. In the meantime, heat recovered 
from the kilns can be used to keep the buildings in the brickyards warm, and can 
also be used to meet the demand for developing the production of light building 
materials. The No 2 brickyard had not reaped any profits before the new kiln went 
into operation. But since then, they stopped making losses and began to make a 
profit. The workers there also got their bonus and their morale was greatly 
boostered. So far, 500 youths waiting for employment have been employed in these 
two brickvards. 





Over 20 enterprises and institutions holding shares have been supplied with bricks 
at preferential prices since last July. Demand for bricks in their projects has 
been met. The gross floor space of residential buildings built in the No l petroleum 
refinery this year increased by 50 percent over last year with its cost per square 
meter lowered, and the »vace of housing construction has been speeded up. A central- 
ized heating system for the entire city known as “water cycling" is being built in 
Fushun this year. The tens of rillions of bricks needed in this project can also 

be basically met. Meanwhile, owing to the practice of egalitarianism and indis- 
criminate transfer of resources which existed in our country for a long time, many 
enterprises had not dispelled misgivings and dared not lend their money to others. 
This time the bank's initiative in raising money has benefited the enterprises, so 
they are now willing to trust che bank with their funds for investment. It is our 
hope that the bank can do more good deeds like that, which will benefit both the 
enterprises and the state. 
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CONSTRUCTION 


BRIEFS 


LIAONING PUBLIC WELFARE--Shenyang Municipality, Liaoning Province, invested 
some 24.42 million yuan in building tap water, gas and public communication 
projects in 1980 and 1981. The municipality used 7.72 million yuan to open 

up two water resource areas which increase drinking water capacity by 

20,000 tons per day. The municipality invested 10 million yuan in building 

a new gas-producing boiler with a daily gas supply capacity of 100,000 cubic 
meters. In addition, the municiality used 6.7 million yuan to increase 

80 vehicles for public traffic. [SK190528 Shenyang Liaoning Provincial Service 
in Mandarin 1100 GMT 17 Jan 82 SK] 


[LANJIN HOUSING CONSTRUCTION--In 1981 Tianjin built 2.74 million square meters 
of residential housing, including 2.56 million square meters of it furnished 
with utilities. Construction of most of these houses began during the first 
quarter of 1981. Construction of some did not start until August. The 
municipality's capital construction departments have managed to move earthquake 
victims into the new houses before the end of the year. [0W061305 Beijing 
Domestic Service in Mandarin 1200 GMT 1 Jan 82 OW] 
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DOMESTIC TRADE 


BEIJING HOLDS MEETING ON COMMODITY PRICES 
OW120049 Beijing XINHUA Domestic Service in Chinese 1606 GMT 11 Jan 82 


[Excerpts] Beijing, 11 Jan (XINHUA)--In order to implement the "directive of 

the State Council on resolutely stabilizing commodity prices on the market,” 

the Beijing Municipal People's Government today held a cadres' meeting during 
which the leading comrades of the municipal CCP committee and the municipal 
people's government called on all workers, peasants, merchants and the department 
in charge of commodity prices in the city to adopt effective measures to stabilize 
the market commodity prices in the capital. 


Attending the meeting were leading cadres of various departments, commissions and 
offices as well as various districts, counties and bureaus under the administra- 
tion of the Beijing Municipal People’s Government. Also invited to attend the 
meeting were the responsible persons of the municipal people's congress, the 
municipal CPPCC committee and Beijing's Federation of Trade Unions, CYL, women's 
federation and other organizations. 


The meeting pointed out: The general situation of market commodity prices in 
Beijing is fine. Most of the units are consciously carrying out the policy and 
observing discipline on commodity price control. However, there are also a few 
units and people in management with erroneous ideas. Problems of price increases 
without authorization or in some disguised way have incessantly occurred. Some 
units have even openly defied the guidelines laid down in the directive of the 
State Council. This is completely intolerable. 


The tollowing arrangements were made at the meeting to stabilize market commodity 
prices in the capital: 


Various districts, counties and bureaus concerned must immediately organize all 
forces and invite the people's representatives from all cities and areas, CPPCC 
members and the representatives of trade unions, CYL organizations, and women 
federations to join efforts in conducting mass checks of commodity prices. 


Various production management departments must take the overall situation into 
account, organize production and fine sources of goods and ensure ample supplies 
of commodities. 


All economic departments must achieve better economic results, strive to increase 
production, improve management, lower production costs, reduce the number of links 
in commodity distribution, raise production quality and ensure that readily 
marketable products are being produced, 
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DOMESTIC TRADE 


BRIEFS 


COMMERCIAL CHIEFS MEETING--"The representatives attending the all-Xinjiang 
meeting for commercial bureau chiefs stated with full confidence that the 
supplies to the market would be better in 1982 than in 1981." In 1981, the 
supplies to the market were satisfactory. For all mior commodities, the 
sales targets set in the state plan were overfulfilled, and the profits 
handed over to the state exceeded 100 million yuan--a great achievement and the 
highest ever. At the same time, the retail sales amount of social commodities 
also underwent a fair growth, and the production of consumer goods has 

mtinued to develop. By enlarging the commercial network, further implementing 
the responsibility system and improving the administration and management in 
commercial enterprises, the supplies to the market can be further improved this 
vear. The meeting pointed out that in 1982 the stress must be put on the supplies 
of foodstuffs such as meat, vegetables, sweets, cigarettes, alcohol, pastry, 
children’s food, and so on. On the other hand, the supply of industrial products 
to the rural market must be ensured, while more attention must be paid to the 
procurement of locally made industrial products, agricultural and animal husbandry 
products, and Chinese medical materials. Besides, the supply of the means of 
production must be well organized, and the network of Livestock procurement 
must be amplified. "The leading comrades of the regional CCP committee and 
people's government such as Wang Enmao, Gu Jingsheng, Ismail Amat and Liu Zimo 
were present at the conclusion of the all-Xinjiang meeting for commercial bureau 
chiefs and delivered speeches to the meeting. [HK110320 Urumqi Xinjiang 
Regional Service in Mandarin 1300 GMT 8 Jan 82] 
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FOREIGN TRADE 


TIANJILi NEWSLETTER ON TAIWAN BUSINESSMAN'S VISIT 
SKO021044 Tianjin City Service in Mandarin 1430 GMT 1 Jan 82 
[Newsletter: "The Motherland Has Opened Its Door for You"] 


[Text] One day in November 1981, a civil Boeing 707 from Hong Kong landed 
smoothly at the Tianjin airport. Some 100 Chinese and foreign passengers 
descended from the plane and entered the airport's waiting room to go through 
entry formalities. According to our country's stipulations, all passengers 
entering or leaving our territory must have a legitimate visa or an identi- 
fication certificate and must obtain the permission of the border department. 


While the policemen of the airport branch of the Tianjin border police station 
were busily examining the credentials of the passengers and conducting entry 
procedures in the airport's waiting room, a middle-aged man in Western-style 
suit approached immigration officers (Sun Jinchang) and (Zhou Fuqiang) and 
showed them a Taiwan passport bearing no entry visa but his name and profession. 
The middle-aged man prudently gave a letter of introduction to (Sun Jinchang). 
This man turned out to be a Taiwan businessman. To facilitate trade between 
Taiwan and mainland China, he had long been cherishing the hope of holding 

trade talks and visiting the motherland. However, his hope had not been 
fulfilled until now. 


After issuance of Chairman Ye's nine-point principle on returning Taiwan to the 
motherland and achieving peaceful unification, he was all the more eager to visit 
the mainland. Recently, he heard that Hong Kong has direct regular air service 
to Tianjin. He contacted our unit concerned stationed in Hong Kong in order 

to obtain a letter of introduction. With this, he boarded the Boeing 707 as a 
tourist to China. 


Lt seemed that (Sun Jinchang) sensed the pure heart of this Taiwan businessman 
after hearing his introduction. He comforted this man with deep sentiment. 

He said: Though you have not completed the formalities, your patriotic enthusiasm 
represents the common wish of the people in Taiwan and the motherland. The 
motherland opens its door to you. We will provide you with every convenience. 
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‘ews spread quickly and soon reached the ears of (Shen Guojun), chief of the 

fianjin border inspection section. He immediately called a meeting of 

substation leaders to discuss the case. Im accord with the guidelines of 
irman Ye’s speech, they decided to let the man enter Chinese territory. 


‘TT? 


the Taiwanese businessman heard of the decision, he grasped the immigration 

hand tirmly and, with tears in his eyes, remained tongue-tied for 

time. He then said: The motherland has genuinely opened its door to us. 
suld be returned to the motherland at an early date. 














FOREIGN TRADE 


BRIEFS 


METALLURGICAL EXPORT INCREASED--Beijing, January 9 (XINHUA)--Total export volume 
of China Metallurgical Import and Export Corporation in 1981 came to the 
equivalent of 300 million U.S. dollars, five times that of 1980, the year the 
corporation was founded. Among some one hundred kinds of export products were 
non-ferrous metals, rare metals, rolled steels, ferro-alloys, and pig iron, 
whose export volume surpassed 50 million U.S. dollars. Other export products 
included bauxite, fluorspar and coke. Countries and regions receiving these 
exports were Japan, the United States, Canada, Australia, West Germany, 

Italy, Southeast Asia, Hong Kong and Macao. The corporation also signed 
contracts on compensation trade or processing with supplied materials with 


some foreign dealers last year. [Text] [0W090832 Beijing XINHUA in English 
0817 GMT 9 Jan 82) 


NEI MONGGOL STEEL EXPORT--In 1981 Nei Monggol Region exported 43,000 tons of 
steel products, 12,000 tons more than the exports of steel products in the 
‘ivious 11 years--from 1970 through 1980. [SKO32240 Hohhot Nei Monggol 
Regiunal Service in Mandarin 1100 GMT 1 Jan 82 SK] 
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PIECE RATE WAGE SYSTEM DISCUSSED 
HK211231 Beijing JINGJI GUANLI in Chinese No 12, 15 Dec 81 pp 51-53 


Article by Zhang Zhijiang [1728 0037 3068]: "Problems in Practicing the 

iece Rate Wage Systen”] 

ct] Over the past several years, the piece rate wage system has been restored 

ind practiced in some of our country's industrial enterprises. A larger pro- 

portion of workers have been paid according to the piece rate wage system. 

However, the piece rate wage system is still practiced only on a very small 

scale in the national context, and progress in adopting this system has been 

rather slow. This is quite incompatible with the requirements of our current 

economic development. This situation can be attributed not only to certain 
»jective reasons, such as the lack of understanding about the piece rate wage 

system, but also to certain ways of doing things in practicing this system. 

[ shall now present my views on certain questions about practicing this system. 


nditions for Practicing the Piece Rate Wage System 


957, there have been several instances vf the piece rate wage system 
ng adopted in our country with increasing popularity, then followed by a 
lecline. Over many years, under the guidance of erroneous leftist ideology, 
there was not any correct appraisal of this form of wage payment, and in fact 
h appraisal was also impossible. Wage payment on a piece rate basis has 
iwain been affirmed since the smashing of the “gang of four.” However, because 
\ is reasons, people still have many misgivings about it and the practicing 
e rate wage system has been limited to a relatively small scale. 


think that in the light of the current level of development of our country’ 
luctive forces, the scope within which the piece rate system is practiced 
further expanded. It is possible to extend this system to all those 


ork which depend mainly on mutual operation or physical labor or the 
ichinery, so long as it is easy to accurately calculate the amount of 


rk ne by the workers. This is because in these types of work, the output 
mtity id the product quality depend to a very great extent on the workers’ 
roficitency and attitude to work. Moreover, in the light of enter- 


is in production, it is also possible to institute various specifi 
the piece rate wage system, such as wage payment for undertaking 
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an entire task or wage payment according to indirect calculation of the amount 

of work done, in some sectors of our economy, such as certain production sectors, 
certain auxiliary sectors, capital construction, the transportation industry, 

and so on. In this wav, the scope in which the piece rate wage system is 
practiced can be expanded and various links of production involving all our 
enterprises can be coordinated. Of course, in practicing this system, the 
enterprises themselves must satisfy certain conditions. For example, they 

must produce relatively fixed varieties of products; they must have an adequate 
amount of work to perform; the standards of the quality of their products must 

be relatively fixed and clear-cut; the quotas related to the work performed 

must be up to date and reasonable; it must be easy to examine the products (or 
spare or component parts) tor acceptance; the management system must be relatively 
sound; and so on. Some of these conditions can be vigorously created before the 
imstitution of the piece rate wage system, and some others can be gradually 
created and perfected in the course of practicing this system. We must not 
consider these conditions in absolute terms. Certain shortcomings may appear 

in practicing this system. We must not regard them as inherent defects of the 
system or simply say that conditions are not yet ripe. We must analyze the 
shortcomings realistically. 


Considering production in an industrial enterprise, we must pay attention to 
various links of the production process and the interrelations between various 
types of work. In the first place, we should apply the piece rate wage system 

to certain principal links and principal types oi work, if such application is 
necessary in production and is of decisive importance, and if conditions are ripe 
for such application. Then, we must vigorously create conditions for applving 
the system to those subsidiary subprocesses and auxiliary subprocesses and 
auxiliary types of work which are closely connected with the principal links of 
production. If the piece rate wage system has been applied to subsidiary 
subprocesses and certain types of work in auxiliary subprocesses because condi- 
tions are ripe, but is not yet applied to the principal subprocesses and types 

f work, then we must pay special attention to studying the necessity and 
possibility of applying the system to the principal subprocesses; otherwise, 
the principal production activities of the enterprise will be affected. That 
13 


is because the wages of workers who are paid on a piece rate basis are generally 
higher than the wages of those workers of the same grade who are paid on a time 
rate basis. In the me term, this is disadvantageous to the overall situation. 


Therefore, when we institute the piece rate wage system, we must consider both 
, 
s 


the needs t product ion nd the possibility of instituting this system; and we 
: . - : 
ist bear the whole situation in mind and vigorously create conditions for 
i stit t i & iat “ st TT 
1 t Veterminat ion tf work Quotas 
wOrK Quolas are som rescribed riteria about the amount of labor consumption 
em sar tor manulacturing a given quantity of a product or for finishing a 
‘ : , az . " . } ; . . 
en amount | work, ine setting of work quotas is a basi ondition for 
racticing the plece rate wage system. ine tunction of work quotas in terms I 
ra it ind distribution is to he.ip us rrecti implement the principle 
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- according to the effects of other factors should ! l 
so tha IrKers Can understand them easiiy. If modification coefficients are 
c any or are not geared to actual circumstances, they will actually only 
ice the side effect ot regulating the wage income of workers paid on a piece 
ite basis, and will not be beneficial to production. To inspect and accept 
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PRANS PORTAT ION 


BRIEFS 


NEI MONGGOL BRIDGE--Hohhot, 3 Jan (XINHUA)--A highway bridge is being thrown 
across the middle reaches of the Huanghe River near Baotou, a major industrial 
bas- in Nei Monggol. The 14 concrete support piers have already been finished. 
Begun in October 19/79, the bridge has a total span of 810 meters. It is 

9 meters wide to allow passage of three trucks abreast, with sidewalks on both 
sides. When completed, the bridge will put an end to the dependence on ferry 
and air transport. It will link Baotou with arteries to other parts of the 
country. [Text] [0W061305 Beijing XINHUA in English 0719 GMT 3 Jan 82 OW} 


QINGHAI RAILWAY--A temporary passenger train ran for the first time between 
(Haergai) and Golmud in Qinghai, a section of the Qingzang Railway. The 
first-stage project of the Qingzang Railway was the railway between Golmud 
ind Xining, which is 834.5 kilometers. The section between Golmud and 
(Haergai) is 653.5 kilometers. The train arrived at (Haergai) on 14 January. 
It took 20 hours. The section between (Haergai) and Xining has opened to 
traffic. |[SK172209 Xining Qinghai Provincial Service in Mandarin 1100 GMT 

15 Jan 82 SK] 
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fhe circular says: Anyone who violates the laws and regulations governing 
the production of alcohol should be criticized and educated or punished by the 
torced sale of all products at a prescribed price, payment of overdue taxes, 
confiscation or a fine." Those who resist the inspection of the relevant 
departments by force and refuse to pay their taxes, those who pretend to be 
the personnel of the relevant departments to commit fraud and those who 
retaliate against the people who expose or report their offenses should be 
severely punished and will be legally punished if they have violated the laws. 
[Those who expose and report the offenses in this respect and those who give 
their assistance in managing the alcohol market and has achieved some good 


results should be praised and rewarded. 
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PUBLICATIONS 


BRIEFS 


NEW ECONOMICS WEEKLY--Beijing, 4 Jan (XINHU‘)--The first issue of JINGJIXUE 
ZHOUBAO [ECONOMICS WEEKLY] was published on 4 January. The first page of the 
new-published weekly carried an article by Deng Liqun entitlea "Greetings 

and Hopes," advising against the malpractices of empty talk and writing 

that is devoid of substance. The first page also carries an article by 

Yu Guangyuan entitled "Hopes," expressing his hopes that the weekly will publish 
articles that combine theory with practice and that pay attention to readability. 
The weekly also announces that it will publish a series of lectures on "common 
sense on socialist economic construction for readers,” with Yu Guangyuan, 
economist, as special contributor. Among other articles published in this 
issue are Suggestions on Prevention of Overextension of Capital Construction 
Projects" by Sun Zhifang and "Establish a Socialist Way of Life With Chinese 
Characteristics" by Luo Yuanzheng. [0W110227 Beijing XINHUA Domestic Service 
in Chinese 0707 GMT 4 Jan 82 OW] 
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AUTOMAKERS INTERVIEWED 0.8 TAIWAN, PRC 
O59 Taipei CNA in English 1007 GMT 12 Jan 82 
| Tokvo 12 Jan (CNA)--Toyota Motors will do 
lp the Republic of China to build up its aut 
tial to the construction of a modern automob 
a, president ot »yota Motors Company. 
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